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ABSTRACT 

Testimony concerning the proposed Fair Chance Act, a 
bill to ensure all children's chances for receiving a good education, 
is reported. Although the United States is spending a substantial 
amount to support its public schools, children are receiving a 
substantially unequal education, depending on the state, county, or 
municipality where they live. Under the proposed act, no state may 
receive federal funds from any Department of Education-administered 
program to support its public schools after January 1, 1996, unless 
the Secretary of Education certifies that public education funding in 
that state meets certain equalized funding standards. Concerning fair 
funding within states (Title I), the bill further proposes that the 
Secretary of Education shall annually review each state's method of 
financing its public elementary and secondary schools and certify all 
states meeting the proposed standards. Details are provided for 
review standards, state compliance, and alternative use of funds. 
Specifications for ensuring fair funding among states are also 
provided. Favorable testimony was given by Arthur E. Wise, director 
of the Center for the Study of the Teaching Profession, the Rand 
Corporation; Professor K. Forbis Jordan, Arizona State University; 
Bert T. Combs, former Kentucky Governor; Marilyn Morheuser, executive 
director of the Education Law Center (Newark, New Jersey) ; and Albert 
H. Kauffman, senior litigation attorney for the Mexican American 
Legal Defense and Educational Fund (San Antonio, Texas). Further 
documentation of school spending inequities appears in the 
appendices. (MLH) 
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HEARING ON H.R 3850, THE FAIR CHANCE ACT 



WEDNESDAY, JANUARY 24. 1990 

House of Representatives, 
subcx)mmntee on elementary, 
Secondary, and Vocational Education, 

Committee on Education and Labor, 

Washington^ DC, 

The subcommittee met, pursuant to call, at 9:37 a.m., in Room 
21175, Rayburn House Office Building, Hon. Augustus F. Hawkins 
[Chairman] presiding. 

Members present: Representatives Hawkins, Kildee, Martinez, 
Perkins, Hayes, Sawyer, Owens, Payne, Poshard, Unsoeld, Good- 
ling, Grandy, Smith, Gunderson, and Petri. 

Staff present: John F. Jennings, counsel; Diane Stark, legislative 
specialist; Beverly M. Griffin, research assistant; Andrew J, Hart- 
man, minority staff director; Jo-Marie St. Martin, education coun- 
sel; and Beth Buehlmann, education coordinator. 

[The text of H.R. 3850 follows:] 

(1) 
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I 

8T CONGRESS fjr n 00^/\ 

2nsB88ioN rl. K. oo50 

To assure a fair chance for a good education for all children. 



IN THE HOUSE OF REPRESENTATIVES 
Januaby 23, 1990 

Mr. Hawkins (for himself, Mr. Mabtinez, Mr. Owens of New York, and Mr. 
rr.^KiNS) introduced the following bUl; which was referred to the Committee 
on Education and Labor 



A BILL 

To assure a fair chance for a good education for all children. 

1 Be it enacted by the Senate and House of Representa- 

2 tives of the United States of America in Congress assembled^ 

3 SECTION 1. SHORT TITLE. 

4 This Act may be cited as the 'Tair Chance Act". 

5 SEC. 2. FINDINGS. 

6 The United States, as a whole, is spending a substantial 

7 amount of money to support a system of public schools, but 

8 these fimds are being spent in an unfair manner in that chil- 

9 dren are receiving a substantially unequal education depend- 

10 ing on the State, county, or municipality where they live. 

11 Therefore, the Congress, in exercising its spending power 

ERIC 



1 and in carrying out the 14th amendment to the Constitution 

2 of the United States, proposes that all children be offered a 

3 fair chance for a good education. 

4 SEC 3. DEFINITIONS. 

5 Except as otherwise provided, the definitions under the 

6 Elementary and Secondary Education Act of 1965 shall 

7 apply to the terms used in this Act. 

8 TITLE I— FAIE FUNDING WITHIN STATES 

9 SEC 101. FAIR FUNDING. 

10 Subject to section 103, no State may receive Federal 

11 funds from any program administered by the Department of 

12 Education to support its public schools after January 1, 

13 1996, unless the Secretary of Education certifies that the 

14 funding for public education in that State meets the standards 

15 for equalized spending as determined under section 102. 

16 SBC. 102. SECRETARY'S REVIEW OK PUBLIC EDUCATION. 

17 (a) Seobetabial Review.— Not later than January 1, 

18 1991, and January 1 of each subsequent year, the Secretary 

19 of Education shall review each State's method of financing 

20 its public elementary and secondary schools. 

21 (b) CEBTiFiCAriON.— Not later than January 1, 1991, 

22 and Januar}^ 1 of each subsequent year, the Secretary of 

23 Education shall certify all States in which the funding for 

24 public education in the State meets the standards for equal- 

25 ized spending under subsection (c). 

•HR S850 IH 



1 (c) Standaeds foe Review.— 

2 (1) In conducting any review under this Act, the 

3 Secretary shall use the expenditure disparity and 

4 wealth neutrality standards utilized in carrying out 

5 Public Law 81-874, as amended, 

6 (2)(A) Except as provided in subparagraph (B), 

7 the Secretary shall follow the regulations concerning 

8 such standards as in effect on March 22, 1977, 

9 (B) For purposes of the Secretary's review under 

10 this section — 

11 (i) the expenditure disparity within any State 

12 may not exceed 5 percent, and 

13 (ii) the wealth neutrality shall include not 

14 less than 95 percent of the revenues within the 

15 State. 

16 SEC. 103. STATE COMPLIANCE, 

17 Section 101 shall not apply to a State not certified 



18 under section 102(b) which submits to the Secretary, not 

19 more than 1 year after notice of certification status, a plan 

20 for State compliance with the requirements for certification 

21 within 5 years of such notice, which is approved by the 

22 Secretary. 

23 SEC, 104, ALTERNATE USE OF FUNDS, 

24 Federal funds allocated to a State affected by the prohi- 

25 bition under section 101 shall be distributed to local educa- 
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1 tional agencies within the State on a basis determined by the 

2 Secretary to carry out the purposes for which such funds 

3 were made available and to meet the standards for equalized 

4 spending under section 102. 

5 TITLE n— PAIR FUNDING AMONG STATES 

6 SEC 201. AUTHORIZATION OF APPROPRIATIONS. 

7 (a) General Provision.— Subject to subsection (b), 

8 there are authorized to be appropriated such sums as may be 

9 necessary to carry out a program to assure a fair chance for a 

10 good education for children in all the States. 

11 (b) Limitation.— For any fiscal year, no funds are au- 

12 thorized to be appropriated for programs under this title 

13 unless appropriations for the preceding fiscal year for chapter 

14 1 of the Elementary and Secondary Education Act were not 

15 less than an amount equal to — 

16 (1) appropriations for the second preceding fiscal 

17 year and cost of living increases; and 

18 (2) $500,000,000. 

19 SEC 202. ALLOCATION OF FUNDS. 

20 (a) Secretarial Determination. — Subject to sub- 

21 section (b), the Secretary shall determine an appropriate and 

22 equitable formula for the allocation of funds among the 

23 States. 

24 (b) Standards for Allocation of Funds.— To the 

25 greatest extent possible such allocation formula phall— 
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(1) move all States up to the level of funding the 
Secretary determines to be necessary to assure a good 
education for all children; 

(2) give greater funding to those States which 
provide sufficient revenues to meet the special needs of 
economically disadvantaged, handicapped, and non- 
English speaking children; and 

(3) measure the tax-effort for education of each 
State in terms of its fiscal capacity and reward those 
States making a greater effort. 

O 
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Chairman Hawkins. The Subcommittee on Elementary, Second- 
ary, and Vocational Education is called to order. 

The hearing this morning is on the Fair Chance Act, H.R. 3850. 
The chair will forego any opening statement at this time. A fact 
sheet on the fair chance proposal is on the press table and avail- 
able to those who may wish to avail themselves of it. Al?o, a sum- 
mary of the Act is available. I will not summarize the act at this 
time because we do have a list of excellent witnesses that we would 
like to hear from. 

The introduction of the Act is an attempt tx> deal with the sub- 
ject of disparities in expenditures for education among school dis- 
tricts from State to State, r 1. , 

We have two groups of witnesses. Panel one will consist of school 
finance experts and panel two will feature those involved with liti- 
gation at the State level. The chair would only like to indicate that, 
in addition to the State constitutions and the Civil Rights /ict and 
the other laws which w^ have passed two years ago, in the 1988 
School Improvement Amendments, we added provisions which call 
for a maintenance of effort on the part of the States and a prohibi- 
tion against the use of Federal money to supplant regular non-Fed- 
eral funds. Therefore, there Is a very, very clear prohibition 
against a State manipulating its finances in such a way so as to use 
Federal money, which we intended to be an enrichment program, 
as a. means of rcjducing the local and St£*te contribution. 

Mr. Goodling, do you care to make a statement at this time? 

Mr. Goodling. Mr. Chairman. I want to thank you for introduc- 
ing a bill to open the discussion regarding school finance by States 
and localities. It's an issue that can be quite tedious and confusing, 
but it is a very important one which supports an education pro- 
gram, in this country the major support, of course, comes from 
those educational services provided by States and locals. At the 
FeaeraJ level we only contribute about six percent. That means lo- 
calities must determine their own needs and support their educa- 
tion programs accordingly. 

I support analyzing school finance systems and believe we should 
take a careful look at unusual discrepancies and spending dispari- 
ties among local school districts. States should not be shortchang- 
ing students through less than equitable funding structures. I un- 
derstand that at least three States have determined their systems 
to be so inequitable by their State courts that the State legislatures 
are now attempting to develop more equitable methods. However, I 
am well aware that some wealthy districts can outspend poor dis- 
tricts no matter how much State aid is targeted toward the poorer 
districts. 

As I understand your bill, it would require States to use the 
equalization method under the impact aid regulations. That 
method encourages local districts to tax themselves at higher rates 
in order to receive more State aid. However, I would caution that 
even under that method the spending disparities per pupil can still 
be enormous. 

I am \h:o concerned about other forms of State aid that are not 
based on poverty. Most States help support the transportation 
system of local school districts. In rural areas, this money is imper- 
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ative. I would liope we would expand the discussion to learn of all 
types of money a school district receives relative to their needs. 

Again, I want to thank you for opening the discussion in a very 
important area. 

Chairman Hawkins. The chair agrees with the precautionary 
statements made by Mr. Goodling. May I simply add that, in addi- 
tion to what he said, in terms of equalization, it is certainly not the 
intent of the author of this bill to ''equalize down" and take money 
away from any child, but instead the intent is to "equalize up" and 
to bring money to everyone on the basis of equity. 

Are there amy further statements? Mr. Martinez. 

Mr. Martinez. Mr. Chairman, I have a very brief statement. 1 
will put the entire statement in the record and read a part of it 
now. 

It seems that over half-a-century ago, at the White House Confer- 
ence on Children and Democracy, President Roosevelt said, ''No 
American child, merely because he happens to be bom where prop- 
erty values are low, and where local taxes do not, even though they 
should, support the schools, shall be placed at a disadvantage in his 
preparation for citizenship." Over half a century ago. President 
Roosevelt said that. And today we're still struggling with the prob- 
lem. 

Today, 45 percent of our Nation's children attend schools in just 
four percent of America's school districts. Many rural schools are 
forced to function with inadequate funding. That's vitally and 
broadly known. Those underfunded schools threaten the foundation 
of the American dream as far as I'm concerned. 

Money may not buy educational excellence, as some of my col- 
leagues have said, but it buys qualified teachers, quality textbooks 
and school equipment that doesn't date from the Korean war. 
Today's testimony, I think, will make it rudely clear that the in- 
equality in our Nation's financing of schools is not only shocking, 
but it undermines the basis of an American community and the 
foundation of our future. 

Mr. Chairman, I commend you for holding these hearings. Hope- 
fully, something will result from them. Thank you. 

[The prepared statement of Hon. Matthew Martinez follows:] 
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STATBMEirr ON THE FAIR CHANCE ACT 
HEARING ON JANUARY 24, 1990 



BY THE HONORABLE MATTHEW G. MARTINEZ 



AT A WHITE HOUSE CONFERENCE ON CHILDREN AND DEKOCRACY • PRESIDENT 
ROOSEVELT SAID: "NO AMERICAN CHILD, MERELY BECAUSE HE HAPPENS TO BE 
BORN WHERE PROPERTY VALUES ARE LOW AND WHERE LOCAL TAXES 00 NOT, EVEN 
THOUGH THEY SHOULD* SUPPORT THE SCHOOLS, SHOULD BE PLACED AT A 
DISADVANTAGE IN HIS PREPARATION FOR CITIZENSHIP"* 

ON ANOTHER OCCASION, Kh. ROOSEVELT ADDED t "THERE IS PROBABLY A WIDER 
DIVERGENCE TODAY IN THE STANDARD OF EDUCATION THAN TdERE WAS A HUNDRED 
YEARS AGOl AND IT IS, THEREFORE OUR IKKEDIATE TASK TO SEEK TO CLOSE THAT 
GAP.** 

rODAY, NEARLV HALF A CENTURY LATER, THAT GAP HAS NOT BEEN CLOSED. 
TODA^, CUR NATION HAS SOME OF THE BEST SCHOOLS AND SOME OF THE WORST 
SCHOOLS IN THE INDUSTRIALIZED WORLD. 

TODAY, 4S% OF OUit NATION'S CHILDREN ATTEND SCHOOLS IN JUST 4% OF 
AMERICA'S SCHOOL DISTRICTS. MANY RURAL SCHOOLS ALSO SUFFER FROM 
INADEQUATE FINANCE. THOSE ARE THE SCHOOLS THAT ARE UNDERFUNDED AND THAT 
THREATEN THE FOUNDATIOriS OF THE AMERICAN DREAM. 

THERE THE AVERAGE SCHOOL IS SO OLD THAT IT NEEDS MAJOR REPAIRS AND 
MODERNIZATION. 

THERE, THE AVERAGE SCHOOL HAS OVERCROWDED CLASSROOMS. WHILE SOME 
SCHOOLS SERVE EXCELLENCE, OTHERS SEEK MERELY TO SURVIVE. MONEY MAY NOT 
BUY EDUCATIONAL EXCELLENCE —BUT IT BUYS QUALIFIED TEACHERS, QUALITY 
TEXTBOOKS, AND SCHOOL EQUIPMENT THAT DOESN'T DATE FROM THE KOREAN WAR. 

OUR DECENTRALIZED SYSTEM OF SCHOOLING HAS PROVIDED CHOICE, AND HAS 
PROVIDED COMPETITION— BUT TOO MANY PARENTS AND SCHOOLS HAVE BEEN LEFT 
WITHOUT THE ABILITY TO COMPETE FOR EXCELLENCE IN EDUCATION. 

IN MANY INDUSTRIALIZED COUNTRIES, A CHILD'S EDUCATION DOESN'T FLOURISH 
OR FAIL SIMPLY BECAUSE LOCAL PROPERTY VALUES ARE HIGH OR LOW. WHETHER 
IN TOKYO OR PARIS OR THE "BOONIES", A CHILD GETS ROUGHLY THE SAME 
EDUCATION. HERE, IF THE LOCAL ECONOMY HAPPENS TO BE IN A SLuHP, WE 
'JUST SAY »N*-*0". 

TODAY'S TESTIMONY WILL MAKE IT BRUTALLY CLEAR THAT THE INEQUALITY IN OUR 
NATION'S FINANCING OF SCHOOLS IS NOT ONLY SHOCKING, BUT ALSO UNDERMINES 
THE BASIS OF THE AMERICAN COMMUNITY AND THE FOUNDATIONS OF OUR FUTURE. 
WITHOUT EDUCATION THERE IS NO AMERICAN DREAM. WITHOUT QUALITY EDUCATION 
THERE IS NO EMPLOYMENT OPPORTUNITY. 



MY OWN STATE OF CALIFORNIA HAS ITS PROaLEMS"BUT IN THE AREA OF 
EQUALIZING SCHOOL FINANCE IT HAS MADE ENa*MOUS STRIDES. THE SERRANO 
VS. PRIEST DECISION IN CALIFORNIA HAS FORCED MAJOR STRIDES TOWARD 
PROVIDING A FAIR CHANCE TO ALL CHILDREN. 

AS TON JEFFERSON SAID, "EDUCATION IS THE ANVIL OF DEMOCRACY" THIS 
MORNING I WANT TO COMMEND CHAIRMAN HAWKINS ON INTRODUCING THIS VITAL 
LEGISLATICHl, OF WHICH I AM AN ORIGINAL COSPONSOR. I LOOK FORWARD TO THE 
TESTIMONY THAT WILL BEGIN TO HAMMER OUT THIS CRUCIAL ISSUE ON THE ANVIL 
OF DEMOCRACY. AND I LOOK FORWARD TO ACTION TO Et!SURE THAT AMERICA'S 
CHILDREN ARE NEVER DENIED AN EQUAL OPPORTUNITY FOR QUALITY EDUCATION 
SIMPLY BECAUSE OF THE PRICE TAG ON THE CORNER LOfT ^ 

THANK YOU. 
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Chairman Hawkins. Thank you. 
Any further statements? Mr. Smith. 

Mr. Smfth. Mr. Chairman, I don't have a statement but simply, 
in the material that has been handed out, I wanted to indicate a 
commitment to the purposes of this bill, as one who has not only 
served on a local school board as its chairman, but also written a 
State aid to education formula and watched the agony of one State 
as it tried to deal with this. 

I simply must note that the information in the statistics provided 
by the Congressional Research Service, CkS, on page 6, attached to 
the handout today, as it relates to the State of Vermont, is radical- 
ly wrong. I have spoken with the people there. We are not sure 
how they got the numbers they got. It is extracted from census 
data. 

I would like to enter in the record simply two examples, that for 
the 1986-87 school year, it alleges that the town of Huntington 
spent $1,107 total per student for its elementary schools. The infor- 
mation which, in fact, the Department of Education would give us 
for that is that the town of Huntington, having subtracted from its 
expenditures all Federal money, all State special education money, 
capital expenditures and transportation— because in some States 
you spend an enormous amount on transportation— having sub- 
tracted all of those expenditures, spent $3,234 per student in the 
1986-87 school year. That's just one example. 

The point I simply want to make is that we've got to get the 
right information if, in fact, we are going to deliver equity for chil- 
dren who come from poor families and from poor school districts. 

With your permission, I will enter for the record the rest of the 
data as it relates to my State with the corrected figures that I have 
received from our Commissioner of Education within the last 24 
hours. 

Chairman Hawkins. Without objection, the request will be hon- 
ored. 

The chair would like to simply say we received this data from 
CRS and have no reason to doubt the accuracy of their statements. 
We will request from CRS an explanation, together w.th the mate- 
rial that will be submitted by Mr. Smith. Both the material to be 
inserted in the record by Mr. Smith and the CRS reply will then go 
into the official record. (See Appendix 1.) 

Are there any further statements? If not, the chair wou!u like to 
call panel one, consisting of Mr. Arthur E. Wise, Director of the 
Center for the Study of the Teaching Profession for the Rand Cor- 
poration, and Dr. K. Forbis Jordan, Professor of Educational Lead- 
ership and Policy Studies, College of Education, Arizona State Uni- 
versity. 

Mr. Wise and Mr. Jordan, we are pleased to have you before the 
committee. You have obviously opened up an area of great concern, 
if not some controversy, and we are delighted that both of you have 
taken the time away from your duties to be with us this morning. 
We appreciate the testimony. 

The prepared statements will be entered m the record in their 
entirety. We hope you would then deal with the highlights and 
permit us to question you at the end of the prepared statements. 
Thank you. 
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Dr. Wise, I believe you were listed first. 

STATEMENTS OF ARTHUR E. WISE. DIRECTOR, CENTER FOR THE 
STUDY OF THE TEACHING PROFESSION, THE RAND CORPORA- 
TION; AND K. FORBIS JORDAN, PROFESSOR OF EDUCATIONAL 
LEADERSHIP AND POLICY STUDIES, COLLEGE OF EDUCATION, 
ARIZONA STATE UNIVERSITY 

Mr. Wise. Mr. Chairman, members of the committee, my name is 
Arthur Wise. I have been studying matters of school finance for 
the last 25 years. I am currently with the Rand Corporation here 
in Washington, D.C. 

America continues to wonder why children from more advan- 
taged families do better in school than children who grow up m 
poverty. Certainly, part of the discrepancy results from what an 
advantaged family is able to offer its children— adequate nutrition, 
a stable home, collections of books, trips to museums. But part of 
that discrepancy results from the schools that the Nation provides. 

Certainly, it is the case that children are born into different cir- 
cumstances, and the'.e is only a limit to what society can do to 
counteract those differences. Still, the schools that government pro- 
vides should be and should provide equality of educational opportu- 

^^I^any, many studies reveal that students in wealthy districts 
tend to receive well-financed educations, while students in p^r 
school districts tend to receive poorly-financed educations. The CRS 
analysis prepared for this committee reveals expenditure dispari- 
ties as great as five to one and more. But you need not limit your- 
self to the CRS analysis. There have been scores of studies typically 
done on a case-by-case basis, and occasionally done on a national 
basis, all of which point to the fact that there are real and substan- 
tial differences among the education provided to youngsters m dif- 
ferent kinds of communities. Part of the consternation today is 
that the Federal Government has not carefully tracked the differ- 
ences in expenditures for some time now and a serious study of 
school finance 

Wealthy school districts tend to be able to hire ample numbers of 
fully qualified teachers; poor school districts are less able to hire 
adequate numbers of fully-qualified teachers. Yes, money does 
makp a difference. The laws of economics are not repealed at the 
schoolhouse door. 

Many studies reveal that teachers and other school personnel re- 
spond to economic incentives. Nobody goes into education to get 
rich, but onc^ you decide to go into education, you might as well 
work for a school district that pays $25,000 a year rather than one 
which pays $18,000 a year. Thus, discrimination is born. 

In 1967, I wrote a book-called "Rich Schools, Poor Schools: The 
Promise of Equal Educational Opportunity," in which I suggested 
that expenditure disparities might violate Federal and State consti- 
tutional guarantees. For a hundred years State legislatures have 
been struggling with this issue. The new ingredient was bring 
the courts into the picture. Shortly after the publicatioi. of that 
book, several school finance decisions favorable to school finance 
reform were enacted. 
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A case quickly reached the L.S. Supreme Court which, in a 5 to 4 
decision, decided that such disparities did not violate the Federal 
C!onstitution. The Court pointed out that these discrepancies could 
be examined on a case-by-case basis as a matter of State law. Over 
the years since then, there have been numerous decisions favoring 
the reform of school finance in California, New Jersey, Connecti- 
cut, West Virginia, Washington State, and more. 

Throughout the 1970s, prodded by actual or thi^atened lawsuits, 
many States passed laws aimed at reducing the vast discrepancies 
in funding among school districts. I can report to you that these 
efforts succeeded. During the 1970s, the gap between rich school 
districts and poor school districts tended to close. But soon thereaf- 
ter, starting around 1980, inflation, fiscal constraints, politics as 
usual, and self-interest took their toll. By the end of the decade, 
many of the reforms that had been instituted had been rendered 
nearly ineffectual. And during the 1980s, while the world focused 
on excellence, inequality in educational finance has grown. 

Nonetheless, we can point to some serious and sustained reform, 
and that is in the State of California, which proves that where 
there's the will, there 1^5 the way. California has equalized finance 
so that some 95 percent of all students attend districts with a per 
pupil revenue limit within an inflation a^usted $100 band— now 
$238— of the statewide average for each district type. 

Now, that dp.gree of equalization has been achieved in California 
not without some pain, but at least California voters, as a whole, 
are in the position to decide how much they want to spend on the 
education of all the children of California. All the children of Cali- 
fornia are now in the same boat. 

Over the years defendants have ai^ed that local control of the 
schools justifies inequality. But that argument is no longer credibly 
made by State government because, over the last decade, educa- 
tional reform has meant State control over many decisions which 
were formerly made at the local level. It is the height of hypocracy 
to conclude that the State has a role in managing the schools with- 
out at the game time concluding that the State has a major respon- 
sibility for equalizing the resources that are made available in the 
schools of that State. A State which takes over the schools, which 
centralizes education, which makes what were formerly local deci- 
sions, can no longer invoke the local control of school argument. 

Legislative responses to court orders reveals the difficulty in sus- 
taining permanent reform of school finance laws. California proves 
that equitable school financing can be achieved. The experience of 
other States suggests that equitable school financing is difficult to 
sustain. The Fair Chance Act would create additional incentives for 
States to provide what they morally, legally, and prudentially 
should— equal educational opportunity. It is not only right; it is the 
right thing to do. It is not only fair; it is in the National interest. 
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School finance reform cannot solve all the problems of education, 
but it can equalize the opportunities that the State provides. To 
continue to provide better education to children in rich districts 
and worse education to children in poor districts is only to exacer- 
bate the inequaUties that chUdren bring to school. To equalize edu- 
cational opportunity is to redress some of the accidents of birth. Be- 
8ide6» America's economy can no longer afford to waste any more 
young minds. . 

Thank you, Mr. Chairman. ^ „ , m 

[The prepared statement of Arthur E. Wise follows:] ^ 

■$ 
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SUMMARY 

• A»«ric« continuas to wonder why children fro« aore advantaged 
faailies do bettar in school than children who grow up in 
poverty. Certainly, part of the discrepancy results fro« what 
an advantaged faaily is able to offer its children— adequate 
nutrition, a stable ho«a, collections of books, trips to 
■usauu. But part of the discrepancy results froa the schools 
that the nation provides. 

• Students in wealthy districts tend to receive well-financed 
educations; students in poor districts tend to receive poorly- 
flnanc'><S educations. A CRS analysis reveals exp-nditure 
disperities as great as 5-to-ona. 

• Wealthy school districts tend to be able to hire ample numbers 
of fully-qualified teachers; poor school districts are less 
able to hire adequate numbers of fully-qualified teachers. 
Honey does make a difference. 

• In 1967, I wrote a book called Rich SeboolSt Poor Schools: The 
Promise of SgusI EdueUion^l Opportunity in which I suggested 
that expenditure disparities might violate federel and/or state 
constitutional guarantees. 

• Throughout the 1970s, prodded by actual or threatened lawsuits, 
many states passed laws aimed at reducing the va«t 
discrepancies in funding among districts. But soon thereafter, 
inflation, fiscal constraints, politics, and self-interest took 
their toll. By the end of the decade, many of the reforms that 
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had b««n instituted had b«tn rendertd nearly ineffectual, and, 
durliif th« 1980s, uh/.le the world focused on excellence, 
inequality in finance grew. 

In 1989, I ues obliged to writs an article called "Rich 
Schools, Poor Schools: The Persistence of Unequal Education," 
as suprsM courts in Montana, Taxes, and Kentucky declared 
their school finance lavs unconstitutional. 
Vhere there is the ^iU, there is the wey: Celifomie, which 
twelve years ego was chastised by its fupresM court in 5«rr«no 
V, Priest, has equalized finances so thet **9S.6 percent of all 
students attend districts with a per-pupil revenue Unit within 
an inf let ion*ed Justed lOO-doUer band (now $238) of the 
stetewide average for each district type." 

Pseudo sophisticated defense argunents have been defeated. The 
absurd erguaent thet aoney does not matter has been discredited 
as has the ergusent that local control justifies inequality. 
Legisletive responses to court orders reveal the difficulty in 
sustaining peraanert refom of school finance laws. California 
proves that equiteble school financing can be achieved. The 
experience of other states suggests that equitable school 
financing is difficult to sustain. The Fair Chance Act would 
create additional incentives for states to provide what they 
■orally, legelly, and prudential Iv should- -equal educational 
opportunity. 
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• Sdiool fintnet r«foni cannot tolv* tU of tht problm of 

•dttcatloQ, but it c«n tqaalUt th« opportunltlM thtt tht ttatt 
provldM. To contittua to provldt b«tt«r •ducttloo to chlldr«n 
in rich districts sad iforss •ducstion to childrsn in poor 
districts is only to sxscstbsts ths insqnslitiss thst childrsn 
brint to school. To vqusliss sducmtioasl opportunity is to 
r«dr«ss som of ths sccidtnts of birth. 
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Aa«ric« continufts to wonder why children froa more tdvantaged ^ 
faailiM do b«tt«r in *chool than children who grow up in poverty. ' 
Certainly, part of the discrepancy results fro« what an advantaged , 
faaily is able to offer its children— adequate nutrition, a stable home, 
collections or books, trips to auseuas. But part of the discrepancy 
results froa tha schools that the nation provides. While children froa 
advantaged faailies are aora likely to attend clean, well-appointed 
schools staffed by adequate numbers of qualified teachers and supplied 
with up-to-date books and technological aids, childron froa 
disadvantaged faailies are isc**e likely to attend class in dilapidated 
school buildings staffer! by less -than- fully qualified teachers, supplied 
with outdated textbooks and few, if any, technological aids. 

To be sure, educational quality is not solely determined by the 
level of funding a school receives. Money can be squa.idered and 
facilities put to unproductive uses, jast as experienced practitioners 
can overcoae the constraints that United resources impose. On the 
average, however, schools with more money can buy more and better 
resources- -textbooks, buildings, and. most important, faculty. Vhen the 
advantaged have the better-financed schools, and the disadvantaged the 
poorly financed schools, Aaerica continues to provide unequal education 
to those who aost need what school has to offer. 

In many places across the nation, these discrepancies are 
especially stark. Consider these facts which coae from recent school 
finance lawsuits: While some Texas districts spend over $8,000 a year 
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p%t studtnt, EliMrlo Independent School District is so poor thet it 
offers no foreign lengueges, no prekindergarten program, no college 
preparatory progrim, and virtually no extracurricular activities. 
Eliierio is not alone; eech yaer, the 150,000 students living in the 
stete*s poorest districts receive educetions costing helf that of their 
150,000 veelthiest counterperts . This inequity does not result fron 
leek of effort by any of th^ residents of the poorer districts; the 
taxpayers supporting the 150,000 students et the bottoa face tax rates 
double thoet of taxpeyers et the top. Elizerio's tax rata of $1.07 (per 
hundred dollers of property velue) is soae 35 cents above the state 
everage. In 1989, the Supreae Court of Texas declared these 
discrepancies unconstitutionel under the state's constitution. 

In New Jersey, where Hoorestown provides over 200 aicirocowputers 
for its 2400 students (a ratio of 1:11), East Orange High School, with a 
population of 2000, has only 46 (a ratio of 1:43). East Orange is a 
poor district, with average assessed valuation per pupil of $40,675, 21 
percent of the stete everege. To compensate, the city's school tax 
•ffort has been above the stete everage every yeer for the past ten, as 
high as 14S percent. Still, the district spends less than $3000 per 
pupil per yeer, has no elementary art clessrooas, a gy« that serves as a 
school library, and "science arees" consisting of e sink, a shelf, and 
some storage epaca. After yeers of orotrected 1 igetion, this and 
siailer discrepaiicies ere now in 1990 being considered by the New Jersey 
Supreme Court. 
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Should tht accident of geography determine the quality of science 
instruction a child receives, whethar ha has an opportunity to learn to 
play the violin, whethtr her first grade class will have twenty students 
or thirty- five? Should students in urban schools be routinely denied 
new Hath books or laboratories or baskttball courts or art naterials? 

Certainly thatt inequalities constitute differtnt treatment. But 
do they constitute denial of equal educational opportunity? Do they 
represent a denial of constitutional guarantees under federal or state 
law? I first posed these questions in 1965 in an article entitled "Is 
Denial of Equal Educational Opportunity Unconstitutional? and elaborated 
on them in 1967 in e book celled Rich Schools, Poor Schools: Th9 
Promise of Equal Educational Opportunity. 

The questions were first answered affirmatively by several lower 
courts in the early* and mid- 1970s. One of these early victories was 
achieved by Mexican-American parents whose children attended the 
Edgewood Independent School District, an urban district in San Antonio, 
Texas. They had brought a class action suit against the state officials 
In charge of school finance. A federal district court ruled in the 
parents' favor, holding that the Texas school finance system violated 
tht federal equal protection clause. The state appealed to the U.S. 
Supreme Court. In San Antonio v. Rodriguez (1973), the U.S. Supreme 
Court found that there were tinequal expenditures among districts in the 
state of Texas, but it held that these unequal expenditures did not 
violate the federal Constitution. The majority opinion took pains to 
point out that the Court was not necessarily endorsing the status quo, 
and the minority opinion observed that nothing in the Court's action 
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pr«clud«d raising the question in state courts on state constitutional 
grounds. 

Thirteen deys later » New Jersey affiraed the ninority opinion; in 
Robinsoa v, CMhillt the New Jersey Supr^se Court declared the stated 
school finfncins systea to be in violation of the New Jersey 
Constitution's Bducetion Clause* first adopted in 1675. The clause 
calls for the Ufisleture to provide e "thorough and efficient systen of 
free public schools" for ell children between the ages of 5 and 16. 
Interpreting the clause 100 years later » the New Jersey Supreme Court 
declered thet "an equal educetion for children" was "precisely" what the 
drefters of the education clause had in aind. And» in the court's eyes» 
there was no question that an equal education for children in New Jersey 
WAS not being provided. 

The court turned for solution to the legislature i which passed an 
ect designed to equalize funding across the state. On its face, the law 
appeared reasoneble and appropriate* but it wes never seriously 
iapleaented, and in 1990 » the New Jersey court is once again being 
called upon to review the state's school finance systea. 

The second state court affimation of school finance reform came 
several years later froa the other side of the continent t in 1976, the 
California Supreae Court concluded a series of decisions known as 
SerrMUo v. Priest by declaring the state's system of school finance to 
be in violation of both the Fourteenth Anendaent of the federal 
Constitution and the state's own equal protection clause- -assurances 
that guarantee citizens equal protection under the law. By making the 
quality of education a child received a function of the local school 
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district's taxable wealthy California's school finance systen was 
deny ins a<iu«l protection to children froa poorer districts. Declared 
the court: 



We have deterained that this funding scheae invidiously 
discriminates against the poor because it »akes the quality of 
a child's education a function of the wealth of his parents 
and aeighbors. 



In the years since the decree, the California legislature has equalized 
finances so that "95.6 percent of all students attend districts with a 
per-pupil revenue limit within an inflation-adjusted 100-dollar band 
(now $238) of the statewide average for each district type." (Types are 
based on size characteristics.) Students in California now receive 
nearly an equal share of the state resources to develop their individual 
abilities. And all voters in the state can decide how much to spond on 
the education of all the state's children. 

Throughout the 1970s, prodded by actual or threatened lawsuits, 
nany states passed laws aimed at reducing the vast discrepancies in 
funding among districts But soon thereafter, inflation, fiscal 
constraints, politics » and self-interest took their toll. By the end of 
the decade, many of the reforms that had been instituted had been 
rendered nearly ineffectual, and, during the 1980s, while the world 
focused on excellence, inequality in finance grow. In "Reforming School 
Finance in Illinois/' James Gordon Ward observed a pattern that has been 
repeated in a number of states: 



The 1973 reform did seem to increase equity in school spending 
through the state . . . (but) changes In the formula later In 
the 1970s weakened the equalization elements and by 1980 the 
state of Illinois had reverted to a "politlcs-as-usual" 
approach to funding public schools. 
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D«9pittt California's success, the realization of how rapidly the 
effects of refora can be eroded has b^en sobering. New lawsuits have 
had to be brought in states where the issue Sfte»ed resolved a decade 
ago. In 1989 alone, »aJor decisions nandating school finance reform 
have been handed down in Montana, Texas, and Kentucky. 

Throughout the history of school finance refo:na, opponents of 
change have offered three argusents. In states without an explicit 
education clause, they heve tried to show that education is not a 
fundamental right and is therefore not subject to the close scrutiny 
implied by the equal protection clause. This argument has been accepted 
by courts in Idaho, Oregon, Ohio, New York, Georgia, Colorado, and 
Maryland, which used it as a basis for a judgment not to inquire too 
deeply into the inequities that the plaintiffs set forth. In states 
that have a "thorough and efficient" clause, or in states that accept 
education as a fundamental right, the dexensc has relied on two other 
major arguments: that local control outweighs the rights of districts 
to equal funding, ind that financial input has no effect on the quality 
of education a district is able co offer. 

In the early Texas litigation, the state (successfully) argued that 
the importance of local control of the schools outweighed the 
unfortunate consequence of unequal educational spending. In the years 
since, Texas has taken over many of the decisions which it formerly 
allowed local districts to make. The state now regulates not only such 
administrative details as how many tines each day a school may broadcast 
announcements, but also such curriculum details as the requirement that 
prekindergarten students should develop 'pincher control." Texas, by 
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producing 350 ptgts of regulations, could no longtr bftlitvably argua 
that its coMitaant to local control outvaighad tha naad to abida by 
cons t itut ional guarantaas . 

Taxd iJ not alona. Many statas, in tha pursuit of axcallenca 
sinca 1980 hava aggrassivaly triad to iaprova and control local schools 
through ragulation; soaa hava avan gona so far as to anact takeover 
legislation through which they would govern local school systeas froa 
the capital. By their actions, states have shown that standardized 
tests, statewide curriculum , unif'>ra textbooks, and consistent teacher 
evaluation all outrank local control. 

IVo empirical Justifications era offered for the contention that 
financial input and quality of education are unrelated. The first is 
that low-cost attitudinal and adainistrative changes, such as Ron 
Ediiond*s effective schools for«ula» contribute sore to the quality of 
education than the aaount of aoney a district is able to spend on its 
schools. Although this argusMnt ie appealing, closer examination shows 
it to be irrelevant. It is reassuring to know that schools can 
overcoae, to soae extent, tha handicaps of dilapidated classrooms, 
textbook shortages » high student*teacher ratios and lioited library 
facilities, but that does not Justify such conditions. Nor has any 
research been able to show that a school with high expectations and no 
Germji teacher will produce students who speak German, or that a school 
with orderly classrooms and no laboratory facilities will train its 
students to be good scientists. 




Tht stcond dtf«nst offtrtd ii thtt stttistictl studits htva not 
btt«n ablt to shov • dirtct corrtlttion b«tv«M dolUr input and school 
output. In 1966, J«ms Coles4n*i Bqu$Uty of EducMtiontl Opportunity 
Report offered th« conclusion "th«t ichooli bring littlt in£lu»nc« to 
b%%t on • child's schievMiwit thst is ind«p«nd»nt of his backfround and 
t«naral social conttxt." This report shapsd the education policy debata 
of the 1970s, as supporters and detractors erfued whether schools can 
affect echieveaent, and whether there is any correlation between the 
cost of educetion and its quality. Unfortunately, aveileble researc'a 
has been crude and therefore inconclusive; the factors effecting i 
child'e development are aany and the resourcee devoted to research 
•eeser. Causal relationships are entangled (Do poor schools attract 
poor teechers? Do food students create good schools?) and measures of 
effectiveness (Should we look for higher reading scores or a more self- 
directed leamins?) indeterminate or contradictory. And since 
analyses of the problem have depended upon existing schools and school 
syiteas, they necessarily describe whet hes been and not what might be. 

This being so, the controversy over whether differences in 
expenditures can be empirically demonstrated to affect the outcomes of 
schooling is unlil.ely to be resolved any time soon. To a certain 
extent, this is not surprising. Honey does not buy everything; there 
are good schools in poor districts and bad schools in wealthy districts. 
However, by coemwnly accepted standards, it is clear that resources do 
affect educational quality. Districts that spend more money can build 
nicer buildings, supply more staff, pay their teachers more, and thereby 
attract better teachers. A recent study of Pennsylvania school 
districts (see table below) confirms this. 
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Table 1 

HONEY AND QUALITY IN PENNSYLVANIA SCHOOLS 





Hijh- 
spending 


Middle- 
spending 


Low- 
spending 


Av«raf« p«r«student expenditures 
Stud'^nt -teacher ratio 
Student-services ratio 
Student-administrator ratio 


$4,298 
15.7 
158.3 
245.6 


$2,759 
19.2 
217.1 
349.6 


$2,266 
21.0 
246.3 
378.5 


Teacher salaries 

Educational level (yners) 
Yeara of experience 


$28,065 

5.8 

17.3 


$22,345 

5.5 

15.5 


$20,474 

5.4 

5,4 


Adainistrator salaries 
Education level (years) 
Years of experience 


$41,625 

7.2 

23.9 


$35,638 

6.8 

23.0 


$32,891 

6.8 

22.1 



SOURCE: Villian T. Hartnan. "District Spending Disparities: What Do 
the Dollars Buy?" Jwrnsl of Education Finance 13:4. Spring 1988, 
pp. 443, 447, 450, 451. 



The author of the study concludes: "The pattern was consistent. 
On every measure, hii;h-spending districts had the most or best, next 
c&wie the middle-spending districts, and the last were the low-spending 
districts." 

It is not the Job of the courts to design new systems for 
equalizing education; their responsibility is only to guarantee a 
constitutional right. Implementation is a m/itter for legislative 
action. Typically. court charges the state legislature with 
developing an equitable finance scheme, reserving for itself the right 
to review it after implementation. 
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LetisUtivt responses to court orders reveal the difficulty in 
susteining penunent refom of school finance laws. California proves 
thet equiteble school financing can be achieved. The experience of 
other states suigfests thet equitable school financing is difficult to 
sustein. The Feir Chance Act would create additional incentives for 
states to provide what they «orally, legally, and prudential ly should— 
equal educetional opportunity. 

School finance refoni cannot solve all of the problems of 
education, but it can equalize the opportunities thet the state 
provides. To continue to provide better education to children in rich 
districts and worse education to children in poor districts is only to 
execerbate the inequelities that children bring to school. To equalize 
educational opportunity is to redress soae of the accidents of birth. ^ 



^Adapted froa Arthur E. Vise and TaMr Gendler, "Rich Schools, Poor 
Schools: The Persistence of Unequal Education," CoJUge Board Rmview^ 
No. ISl, Spring 19S9. References are in the originel article, which is 
available froei the senior author. 
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Chairman Hawkins. Thank you, Dr. Wise. 
Dl*. Jordan. 

Dr. Jordan. Thank you, Mr. Chairman. 

I am Forbis Jordan, professor, as previously said, at Arizona 
State University. I must say it's a privilege to return to Capitol 
Hill after ten years of service with the Congressional Research 
Service and to see a number of my old friends. 

Mr. Chairman, the Fair Chance Act is an important l^islative 

E reposal in this Nation's history. Currently, the public schools are 
eing confront^ with a variety of pressures, but we do not see a 
similar pressure for adequate and equitable funding for the Na- 
tion's school children. As suggested in the charts, which are with 
my printed statement, considerable gaps remain in the efforts to 
provide equal educational opportunity for all children, both within 
and among States. Through the Fair Chance Act, the Nation's chil- 
dren will have greater access to increased funding and to more eq- 
uitably funded educational programs. 

My comments are going to focus briefing on three areas. First, 
the data set, which has been referred to earlier — I have a series of 
charts. Second, some conflicting values related to the financing of 
schools, and third, concluding observations about the equity meas- 
ure in the Fair Chance Act. 

As has been mentioned previously, for the hearing a preliminary 
analysis has been made of the data which have been gathered by 
the Bureau of the Census. This is an interesting data set because, 
as has been stated, it includes all school districts in the Nation. So, 
for comparative purposes, it gives you a kind of a rich data set to 
look at. 

I recognize that there will be some discrepancies in the data set 
that might be revealed in a more detailed analysis. Any time one 
has a reporting system from 16,000 people, you can have that as 
kind of an inevitability. But I think the trends will, in all likeli- 
hood, be similar. 

My first contact with school finance was almost two decades ago, 
with something called the National Educational Finance Project, 
which was funded out of the old Elementary and Secondary Educa- 
tion Act, title V. We found at that time some terrific and interest- 
ing problems in terms of reconciling data, so it is one of the things 
that one has to deal with in this area. 

One of the cautions in comparing data with the equity standards 
in the Fair Chance Act is that these revenues that are reported by 
the Bureau of Census are gross averages per pupil in the school dis- 
tricts for current expenditures and have not been adjusted for inci- 
dence of high cost pupils, sparsity, small school, or high cost areas. 
Under the equity measures in the Fair Chance Act, such adjust- 
ments would be made in determining if the State school finance 
pro-am meets equalization standards. 

In the charts which I have for you, those districts with fewer 
than 100 students were excluded from the analysis. So we find a 
rather wide range among the States. As you can see, just to give 
you some idea of the relative range, excluding those districts with 
fewer than 100 students, it gives you, for example, in Connecticut, 
a range of from $3,400 to almost $6,800. 
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Here you have the Middle Atlantic-East North Central Spates. 
You can see that we have several States in which the disparity is 
not vei-y great, and then all of a sudden you encounter some where 
it is. 

In the East and West South Central States, which are Alabama, 
Arkansas, Kentucky and on over to Texas, you can see the dispari- 
ty in Texas there which reflects two kinds of things. One is the 
wealth difference as well as the size factor, the cost of operating 
very small school districts. 

This is the r^on in which you have the least amount of varia- 
tion, what might be referred to as the Atlantic Coast, going from 
Delaware and dipping over and getting West Virginia, but going 
down through the Carolinas. 

This is the West North Central Region, which is the upper Mid- 
west. You see again, if you compare the previous chart ^'ith this 
one, you see some of the differences in spending that one fmds 
among the States in terms of the levels of spending which are 
there. 

Then the Mountain Region, and to close out, to illustrate some of 
the real problems which are associated with high costs and sparsi- 
ty, you have Alaska here where the range is from $5,600 to almost 
$26,000 per pupil. If those charts and those data were adjusted for 
size and adjusted for sparsity, it would squeeze down because there 
are high cost adjustments which are built into the Alaska program. 

As we looked at the field of school finance in the last two dec- 
ades, two very traditional American values have come into conflict. 
One is the term "equity." Equity refers to equal treatment of per- 
sons in equal circumstances. But, of course, nothing is ever truly 
equal. Of the three terms, equity is the best known and possibly 
the least understood. I have said on occasion it*? like beauty. It's an 
admirable goal, also, and probably, within some instances, an una- 
chievable goal. 

In the final analysis, the operational definition of equity is deter- 
mined by the public policy goals that guided the actions of the leg- 
islative body or by the decisions of the courts. 

There was a man I worked with for several years, R.L. Johns, 
who was a classic Prussian in many ways. He used to say that in 
Alabama they had a tremendous equalization program and that 
was because they equalized poverty. I have characterized this, that 
one can have an equal sharing of steak and potatoes, combread 
and beans, or bread and vi ater, and that feeds into the concept of 
adequacy, which is one of the real concerns which relates to choice 
and equity. 

In the equalization standards, you can also have equal treatment 
of taxpayers or equal treatment of students. A State school fi- 
nanced program can provide equity for one and then can neglect 
the other. 

I have the following observations relative to the use of the Pub.L. 
81-874 equity or the impact aid standards in the Fair Chance Act. 
First, rather than measuring similar conditions in different ways, 
these equity measures were conceptualized to assess different con- 
ditions. The two standards were designed to accommodate very dif- 
ferent tvpes of school finance programs. The revenue disparity 
standard assumes that equity is related to differences in spending 
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per pupil. This standard was designed to measure the equity of for- 
mulas such as the foundation program that provides a uniform 
funding level or uniform base per pupil. The public policy goal in 
this instance is pupil equity or equal funding per pupil. 

The alternative standard is the wealth nentiality standard. It as- 
sumes that equity is related to equal funds for equal levels of tax 
effort, meaning that school districts can exercise a choice as to the 
level of funding winch they want to provide for their children. But 
in the process of exercising that choice, the equalization factor 
comes into play. In the trade we have what's called recapture, in 
which the very rich district then loses its money and has to ship it 
to the State to be redistributed among the less wealthy and less 
fortunate neighbors. 

As you look at the evolution of school finance programs over the 
years, even in California, it started out talking about the spending 
level should not be dependent upon the wealth of the child's par- 
ents and neighbors. That would have permitted a wealth neutrality 
standard in the original Serrano decision. But as it has evolved, it 
has moved toward having an expenditure disparity review. The 
wealth neutrality standard is designed to measure the equity of 
such formulas as percentage equalizing guaranteed tax base or dis- 
trict power equalizing. These school finance systems empower local 
school officials to choose the funding level per pupil. But the con- 
cept of wealth neutrality does not assume equitable treatment of 
students but, rather, assumes equal funding for equal levels of 
effort. 

In closing, in spite of the previous criticisms and the construction 
that people have had about the various equity measures, revenue 
disparity and wealth neutrality are the most easily understood 
measures because they focus on the revenues available to schools. 

Thank you, Mr. Chairman. It's been a privilege being here. 

[The statement of K. Forbis Jordan, with attached charts, fol- 
lows:] 
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Mister Chairvan and Naabers of the Subcomittae, I am honored 
to have the opportunity to testify before the Subcommittee . It is 
a privilege to return to Capitol Hill after my ten years of service 
vith the Congressional Research Service. 

The Fair Chance Act is an important legislative proposal at this 
time in the Nation's history. Rr*etoric calling for the improvement 
of elementary and secondary education is coming from a variety of 
fliourccs in the private and public sectors. Expectations and 
requirements for public education are being increased, but similar 
concerns for adequate funding ^re not being expressed. Unfunded and 
underfunded State mandates have become commonplace. However, as 
suggested by the attached charts, considerable gaps remain in the 
efforts to provide equal educational opportunity for all children 
both within and among States. 

The Fair Chance Act will draw attention to the continuing 
problem of equitable financing for the Nation's public schools. 
Given the diversity found in our 50 State systems of education and 
16,000 local school districts, the quest for equity in school funding 
appears to be a never ending struggle. Public education is a complex 
endeavor provided in over 80,0 CO schools with over 40 million public 
school children being taught by 2.2 million teachers. 

This testimony focuses on four areas. First, information is 
presented about the disparity in spending among local school 
districts within States. Second, the discussion shifts to some of 
the conflicting values related to t'ne financing of schools. Third, 
current equalization provisions under P.L. 81-874 are reviewed. 
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Fourth, the concluding coiuMnts are r«Iated to ny observations about 
the equity measures in the Fair Chance Act. 

Spending With in and Aaona the States 
For the hearing, a preliminary analysis has been made of per 
pupil expenditure data for current operation during the 1986-87 
school year by school district from data supplied by the Bureau of 
the Census. This dataset includes the universe of school districts 
in the nation. For analysis purposes, the information should be 
valuable because efforts have been made to correct many of the 
previous criticisms of Bureau of the Census school district Cata. 
ThDse remarks are based on a preliminary analysis of the data to 
illustrate the disparity in per pupil spending within the various 
States. Some di8crept.ncies in the data may be revealed in more 
detailed analyses, but the trends likely will be similar. For 
analysis purposes, this dataset is extremely valuable because it is 
the most recent and comprehensive information. 

One caution in comparing these data with the equity standards 
in the Fair Chance Act is that these revenues per pui^dl are gross 
amounts per pupil and have not been adjusted for the incidence of 
high cost pupils, sparsity, small school adjustments, or high cost 
areas. Under the equity measures in the Fair Chance Act, such 
adjustments would be made in determining if a State's school finance 
program meets equalization standards; these adjustments also 
typically are made in statistical analyses of the equity of State 
school finance programs. 
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Data in th« tabl* In the appendix to this testimony Indicate 
the high and low per pupil expenditure for school districts In each 
of the States. School districts with fewer than loo students were 
excluded fros this analysis. This Information Is relevant ^o the 
Fair Chance Act because one of the equity Measures in the proposed 
legislation Is the revenue disparity measure, or range In »pendlng 
per pupil avong local school districts. 

Excluding school districts with fall enrollaents below 100 
students, levels of revenue disparity among the States ranged from 

1.00 to 1 In Hawaii to 8.49 to 1 In Now York. The number of States 

In various disparity range clusters Is as follows: 



NOTE: The number of States Is 51 because ratios vere calculated 
for both elementary and high school districts In Montana. 

States with revenue disparity indices below 3.00 to 1 were 
Alabama, Connecticut, Delaware, Florida, Maryland, Worth Carolina, 
Rhode Island, South Carolina, and West Virginia. The common element 
In these States Is a relatively small number of school districts. 
Even though their disparity Indices are relatively low. State 
financing systems for public education have been challenged In both 
Connecticut and West Virginia. 

States with revenue disparity Indices above 4.00 to 1 were 
Alaska, Arkansas, Colorado, Minnesota, Montana (elementary and high 
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school districts), New York, North Dakota, Ohio, Oklahona, Texas, 
and Vermont. State financing systems in Kontana and Texas are 
currently under challenge. The coanon element in most of the States 
with high levels of disparity is relatively large numbers of school 
districts, sparsity of population, or low enrollment school 
districts. Even after recogni«J«g che dif f e: " ces that are 
attributable to high-cost pupils, spansltj, small sc«tools, and high- 
cost areas, most States would have to make significant changes in 
their systems for financing schools to meet the current P.L. 8l**874 
fiscal equity standards much less those in the proposed legislation. 

States have been grouped by Bureau of the Census region in the 
attached charts to illustrate the variances in average State 
expenditures per pupil amon^ States on a regional basis. The most 
pronounced differences are in the Middle Atlantic/Midwest regions 
and the Far West region. 

Questions often are raised about the relati importance of the 
differences in the assessed valuation per pupil among local school 
districts, but virtually all districts have home owners with houses 
of equal value but very unequal tax rates. For example, tctsl 
operation and debt service tax rates per $100 of assessed valuation 
in Maricopa County (Arizona) elementary districts range from $6.49 
to $0.10; in high school district, from $3.39 to $2.52; and in 
unified school districts from $10.00 to $3.43. (Tho low tax rate 
elementary school district has fewer than 20 students.) ^ 

V Management Information Report . College of Education, 
Arizona State University, Tempe, Arizona. 1989. 
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Data on 1938 effective tax rates for Texas indicate variations 
from $0.74 to $1.47 per $100 of assessed valuation in Harris County 
(Houston) and fro« $0.48 to $1.19 per $100 of assessed valuation in 
Dallas county. In Harris County, the 1986-67 residential property 
tax bill on a homestead with an equalized value of $80,000 ranged 
from $425 to $1,218. In Dallas County, the 1986-87 residential 
property tax bill on a homestead with an equalized value of $80,000 
ranged from $279 to $908. ^ 

Even with Che obvious inequities in thcsn revenue disparities, 
some researchers choose to ignore these spending differences because 
they contend that per pupil spending levels do not make a difference 
in terms of student performance. However, there is no evidence that 
these same persons are seeking to reduce expenditures for education, 
and especially funding for the education of their children. If a 
responsible citizen believes that funding levels make no difference, 
it would appear logical for that person to work for reduction in 
spending in all school districts to ti;. iowest in the State, or in 
the nation, to free scarce public funds for other public services. 

considerable attention has been given to education reform since 
the mid 1980s. The public perception mav be that State funding for 
education has increased significantly, but such has not been the 
case. Estimates of funding for school ^reform" vary because of 
differing interpretations and varying conditions among the States. 



V PA nr>^ Marks for 1988-8 0 <;nhool District BUdqetg iW TeXQg - 
Texas Research League, August 1989. 
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A "reforn** in ono Stat« may be a tradition in another and discarded 
practice in another. 

State funds for educational "refonas" have not followed a 
consistent pattern. In sone States, the tax effort and the level of 
funding for education historically have been low, and much of the new 
money in these States nust be classified as "gap closing." Except 
for a few instances, the level of new State funding has not been 
sufficient to support the "refoms** of the public schools and teacher 
education programs. To secure visibility for the reform agenda, 
limited funding has been allocated to specific "high visibility/low 
cost" educational programs or activities. Even in those few States 
that have provided special funding for school reform, reform f jnding 
has represented less than 10 percent of total State appropriations 
for elementary and secondary education. Schools find themselves 
confronted with increased in-school performance requirements and 
higher expectations without additional funds. 

School Fin ance Beliefs and Values 
Two basic principles guide the financing of the public schools 
in tnese United States — First, education is a function of the State 
level of government. Second, in tho design and implementation of the 
State school finance program, the State has an equal responsibility 
to each student in the State. However, this does not eliminate the 
need for a Federal concern about access and equality of educational 
o^*)ortunity as expressed in the Fair Chance Act. 
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THREE INTEi^ACriVE AND OFTEN NON-COMPUMENTARY GOAI^ OR CONCEPTS 
ARE INFUnSNCINO POBUC POUCY CHOICES ABOUT THE WAYS A STATE 
riHAHCES ITS schools: EQUITY - CHOICE -- AND ADEQUACY. In th. l.st 
two decades, two traditional A-rican v.lu.s - equity and choice - 
. have CO.. into conflict in the financing of public education. 

The first portion of the following discussion addresses the 
concepts of equity and choice as they relate to the development of 
State system for financing schools. Then, the discussion will shift 
to the concept of adequacy. 

EQUITY - The ter». equity, refers to equal treatment of persons 
in equal circu-tancs. but. of course, nothing is ever truly equal. 
Of the three ter-s. EQUITY is the best known and possibly least 
understood. Equity is an ad-irable, but possibly unachl eveable, 
goal. There is not universal agreement on the meaning of equity; the 
term is subject to interpretation. In the final analysis, the 
operational definition is determined by the public policy goal that 
guided the actions of the legislative body, or the decision of the 
courts « 

At the basic level, equity refers to equal treatment; however, 
one can have equal sharing of steak and potatoes, cornbread and 
beans, or bread and water. In considering the extent to which equity 
has been attained, the issue is whether the focus is on equal 
treatment of taxpayers or equal treatment of students; a State school 

finance program can provide equity to one and neglect the other. 

Both student equity and taxpayer equity can be attained, but that 

implies a commitment to an adequate funding level. 
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Equity has heen viewed from two dinensions. One is equal 
treatment of equals or "horizontal equity." However, probably no 
one would be pleased if all persons were forced to wear the sane size 
and Style in shoas and clothinq. The sime principle can be applied 
to students in rchools, for they have different educational needs. 
The challenge i« to devise a State funding system that recognizes 
differences in need but still permits sono acceptable level of 
discretion in the school district, school, and classroom. 

The alternative dimension is "vertical equity" in which size, 
or educational need, differences are recognized in the State school 
finance program. Additional funds for pupils with special needs in 
State school finance formulas are in the vertical equity family. A 
specific example is the level of materials and personnel rec[uired to 
serve severely handicapped students. In the 1960s, David Beggs 
illustrated the aeaning of vertical equity by saying that there is 
nothing so unequal as the equal treatment of unequals. The challenge 
is to identify all of the areas in which real differences exist in 
educational need among students and schools. 

CHOICE — The concept of choice in education can refer to 
different things; one is the power of the local school board to 
choose the level of funding for schools. The governance structure 
for public education in America was founded on the premise that local 
citizens through local school boards would have the power to choose 
the level of funding for their schools, but that choice has 
contributed to large disparities in spending per pupil. This 
tradition of local control is being threatened by equity challenges 
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in the courts that seek equal levels of funding for equal tax rates 
and also by statutory or constitutional limitations on local school 
district spending and revenues. 

Another aspect of choice is gaining popularity today. This 
concept of choice is the power of the parent to choose the school 
that the parent's child will attend. A few States have enacted this 
legislation, and diacussions are underway in several others, one 
problem is that if the student is not provided transportation; choice 
■ore liXely will be exercised by the parent who has a car at home, 
does not wor)c, and has the money and time to transport the child to 
and from the school of choice. The hope is that parents will make 
informed choices and not be victimized by hustlers and hucksters 
promoting a program or a school. If choice is to improve schools, 
efforts should be made to develop more comprehensive indicators of 
good schools than winning athletic teams, good bands, merit scholars, 
and high pupil achievement scores. The challenge for the proponents 
of choice is to work toward ensuring that all students have the 
opportunity to exercise choice. 

ADEQUACY — In the school finance lexicon, the concept of 
adequacy is used to refer to the type of educational program made 
available for students and the extent to which programs and learning 
opportunities are "suff icient** for a particular cyKfifififi. The 
definition of that fiucafiafi is the public policy decision. For 
handicapped children, it is the individualized educational program 
as developed through interaction between the parents and a team of 
professional educators. Delivery of an adequate program does not 
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assume equal funding per pupil; in fact, it assunes unequal funding 
per pupil — very similar to the concept of vertical equity. 

As with equity, choice, and accountability, your position on 
adequacy depends upon where you sit. An employer's position on 
adequacy will be influenced by the degree to which new employees 
possess the level of skills required to succeed in a particular job 
in your fiznn. The superintendent's position on adequacy will be 
influenced by whether or not sufficient funds are available to fund 
the educational prociram desired by the community. A school personnel 
director's position will be influenced by the extent to which the 
school district's salary schedule facilitates the employment and 
retention of the type of teacher sought by the school district. A 
teacher's concern likely will be related to salary, working 
conditions, and types of support provided by the district. A 
principal's position on adequacy will be influenced by the extent to 
which the budget provides the school with the people and things to 
operate the type of school sought by the community. A student's 
position will be influenced by the extent to which the schools 
provide the desired learning opportunities and experiences. A 
parent's position will be influenced by the perception of how the 
school treats the child and the understanding of what the child has 
learned. A citizen's position will be influenced by the perceptions 
of the schools as institutions and the performance of the students. 
Someone interested in economic development will think that the 
schools are adequate when their perceived quality is sufficient to 
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attract industry, but th« tax burd«n i« not so gr«at that industry 
is driven away. 

Absoluts dsfinitions do not sxist for ths thrse school financs 
concepts. However, public interest in these terms is high as they 
relate to education. Sose State school finance formulas in the quest 
for equity and adequacy provide for unifom spending per pupil — 
leading to student equity. Others in the quest for equity and choice 
permit variations in per pupil spending but guarantee specific 
funding levels based on the local tax rate — leading to taxpayer 
equity. In the latter instance, the level of funding is determined 
by the aspirations of local school district decision makers; as a 
result, student equity and adequacy may be sacrificed at the altar 
of choice. This follows the tradition of local school officials 
having the freedom to choose the level of funding for their schools, 
and the result typically has been a wide range in per pupil 
expenditures and unequal treatment of pupils and taxpayers among 
school districts. 

In tho previous discussion, emphasis has been placed on the 
extent to which this stress recognized; the world of financing 
schools is imperfect and full of educational and political 
compromises. Also, the majority may not be able to agree that equity 
has been attained, but they can agree that equity has not been 
attained as long as large disparities exist. The overall intent is 
to address particular problems related to funding education, reduce 
the disparities in educational opportunity among districts, and move 
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twart providing an adequate program for all students. overview 
infonMition about the federal equity standards follo%rs. 

The Federal FUcal Kmiifv s^tandarda 
The current provisions in P.L. 81-874 concerning equalization 
in state school finance programs were enacted in the Education 
AMndaents of 1974. section 5(d)(2) was added so that the Federal 
impact aid funds would not disrupt the efforts of the states to 
equalise their funding of local school districts. This action was 
taken in response to the efforts of state legislatures to increase 
the equity in their systems for financing public elementary and 
secondary schools. 

The Congress authorized the Department of Education to establish 
standards thst might be used to determine if a state has an equalized 
school finance system. The impetus was the need to certify the 
State's eligibility to consider funds under P.L. 81-874 (impact aid) 
as local tax receipts in the calculation of state equalization 
payments to local school districts, if the state could not consider 
the funds, the Federal program had the effect of interfering with the 
efforts of the States to equalize funds among local school districts. 
In the 1988-89 school year, programs in seven states (Alaska, 
Arizona, Kansas, Maine, Michigan, New Mexico, and Wisconsin) were 
examined and certified as meeting one of the federal standards. 

The concept of equalization in funding for local school 
districts is based on the legal principle that the state has the 
responsibility to provide equal treatment for all school children 
irrespective of the incidonce of local district wealth. state 
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statutes provids for equal ization in Stats school aid by allocating 
ths funds psr pupil in an invsrss relationship to the local school 
district's wealth per pupil. Larger amounts per pupil are paid to 
lav wsalth school districts, and smaller amounts per pupil are paid 
to high wealth districts. 

Under the provisions of section 5(d)(2) of P.L. 81-874 and 34 
CFR Part 222, Subpart C, a State can apply for a determination as to 
whether the Stats *s school finance program meets eitner: (1) the 
wealth neutrality standard; or (2) the revenue disparity standard. 
The current Federal statute and related regulations provide for 
threshold standards of equalization before a State may **consider" 
Federal impact aid funds as local revenue in the calculation of State 
payments to local school districts. Upon formal request from the 
State, the U.S. Department of Education will review the State's 
school finance data and determine if the State meets the selected 
equalization standard. Currently, the c:acision to seek permission 
to **consider** impact aid payments as local revenue in the calculation 
is a discretionary decision for individual State legislatures because 
of the plenary power that States have over educational funding. 

Under the revenue disparity test. State and local revenues per 
pupil for current operations are analyzed to determine the extent to 
which per pupil expenditures vary among school districts in the 
State. Expenditures per pupil do not have to be exactly equal. 
Under this test. States may adjust revenues to recognize the 
differential costs associated with high cost students, cost-of- 
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•ducfttion di££«r«nc€« among school districts, and email school 
diffarantials. 

Undar tha waalth nautrality taat, all Stata and local ravanuas 
for tha currant oparation of public alamantary and «acondary schools 
ara aggragatad to detaniina tha amount that is nautral of local 
waalth. Stata aqualixation paymants, Stata flat grants to all school 
districts, and local ravanuas pctributabla to tha qualifying tax rata 
for Stata aid ara considarad to ba waalth nautral. Hon-waalth 
neutral funds ara local supplamants abova tha aqualization laval. 
under this test, revemias per pupil will vary among local school 
districts. Each local school district's spending level ie a satter 
of local choice. Also under this etandard, Statee may adjust revenues 
to recognise the differential costs associated with high cost 
students, cost -of -education differences among school districts, and 
small school differentials. 

The requirement for the wealth neutrality standard is that no 
less than 85 percent of the total State, intermediate, and local 
revenues for current expenditures be wealth neutral. The VgflUn 
neutrality standard <n fcho Pai r chunnA Act vould be 95 Pgrc^nt Mther 
^ h^n fts Percent. The current requirement for the revenue disparity 
standard is that the disparities in the amount of current 
expenditures or revenues per pupil cannot be more than 25 percent, 
resulting in an index or ratio of 1.2 5 to 1. The Standard for 
rfiVftnue dl gP^r UV ^^^^^ ^ h ' Wi^-^ V0^^<^ ^'^^ 

Under current procedures, the State requests the equalization 
review by the U.S. Department of Education, and the choice of 
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standard is at ths discrstlon of ths State. Procsdures for 
calculat^.ng ths Stats 's squallsation Isvsl ars prsscribsd in Fedsral 
rsgulations and rslatsd docUBsnts. 

Undsr ths Fair Chance Act, ths U.S. Department of Education 
would review the financing systes of each State and nake a 
determination as to compliance with the adopted standard. The 
standard levels in the Fair Chance Act are higher than those 
currently in effect for P.L. 81-874. However, the basic concepts 
remain in effect. Equity would be based on the degree to which State 
and local revenues in a State's school finance program result in 
local school districts in a State having either equal funds per pupil 
(e>:penditure/revenue disparity) or equal ability to have equal funds 
per pupil (wealth neutrality) . 



Reservations about t he Standards 
After over a decade of reviewing the P.L. 81*874 equalization 
standards from a hypothetical perspective as an analyst with the 
Congressional Research Service and the past two years working on this 
issue with States, I have the following observations relative to the 
use of the P.L. 81-874 equity standards in the Fair Chance Act: 

1. Rather than measuring similar conditions in different ways, 
the equity measures for P.L. 81-874 were conceptualized to 
assess different conditions. The two standards were 
designed to accommodate very different types of school 
finance programs. 



ER?C 



51 



48 



16 



Th« r^vnua di«parit:v gtandard assuMS that squity is 
r«lat«d to difftr^ncts in spending per pupil. This 
standard was dssignsd to Mssurs th« squity of formulas 
such as ths foundation progras that provide a uniform 
funding Isval bass p«r pupil; thm public policy goal is 
piiptl •ouity or amial funding pt PUPil. 

Ths waltih nsutralitv s tandard assuass that squity is 
rslatad to squsl funds for squsl Isvsls of tax effort. Ths 
concern is not with the level of funding or the differences 
in funding per pupil among districts, but is with equal 
dollars for equal effort. The methodology for calculating 
the extent of wealth neutrality is quite complex and must 
be adjusted to meet the provisions of the school financing 
system in each State. This standard was designed to 
measure the equity of formulas such as the percentage 
equalising, guaranteed tax base, or district power 
equalising. These school finance systems empower local 
school officials to choose the funding level per pupil in 
their school district. The concept of wealth neutrality 
does not assume equitable treatment of students but rather 
assumes equal funding for equal levels of tax effort; .thft 
public policy goal jg tairoavsr eouitv rather than student 
equity. 
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Por thoM who ar. concerned about adequacy in funding, th« 
unrestricted conc.pt of wealth neutrality ignores ade<iuacy 
by providing unfettered local echool district choice in 
determining leveLs of per pupil spending. To ensure that 
all students have access to an adequate education, the 
State then must adopt and enforce a Monitoring system that 
will address the issues related to equalisation of 
opportunity for all children in the State. 

The current P.L. 81-874 wfnn-h neu1-rftHtv standard of 85 
percent is inadequate in terms of providing protection to 
taxpayers in low enrollsent, low wealth districts. 
Resources in high enrollment school districts enable a 
State to reach the standard and have stc.dents in districts 
with inadequate resourcis. (A Staters school finance 
program can meet the wealth neutrality standard and still 
have high disparities in per pupil expenditures as noted 
in the data for Arizona, Kansas, Maine, Michigan, and 
Wisconsin. ) 

The current P.L. 81-874 m^nV** disnarltv standard excludes 
five percent of the students at either end of the per pupil 
spending continuum in the state. The rationale for this 
exclusion was "based on the accepted principle of 
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statistical evaluation that such percentiles usually 
represent unique or noncharacteristic situations." * 



In essence, the public policy is to ignore the manner in 
which the State funds the fivs percent of the children 
receiving the lowest level of per pupil funding. Some of 
these districts may be statistical aberrations, but 
experience with State data suggests that pupils are beinq 
deprived of equal access to an education in these low 
spending districts. 

In spite of the previous criticisms oC these two equity 
measures, revenue disparity an^ wealth neutrality are the 
most easily understood measures because they focus on the 
actual revenues available to schools. 



In summary, even with the various school finance reform efforts 
over the past two decades, the quest for equity in access to 
educational funding has been illusive. The Fair Chance Act is a 
positive step on the part of the Congress to address the issues 
related to equity in State school finance programs. 



V "Instructions for Determining the Percent of Expenditure 
or Revenue Disparity in a State School Finance Program under 
Section 115.63 {now 222.63) of Federal Regulations." U.S. 
Department >f Education. Undated, p. 1. 
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PER PUPIL EXPENDITURES FOR UNIT SCHOOL DISTRICTS WITH ENROLLMENTS 
OVER 100 PUPILS IN 19B6-B7 
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Chairman Hawkins. Thank you, Dr. Jordan. 

The Chair would like to inquire of Dr. Wise. Are you familiar 
with the recent study— it was called to my attention as late as yes 
terday, and I have not had an opportunity to thoroughly review 
it—by the Cato Institute. This study seems to be in contradiction 
with the study that you have conducted. (See Appendix 3.) 

In reading the Cato Institute study, the conclusion seems to be 
that spending will not improve the schools. That's a rather blanket 
statement and a conclusion. The evidence upon which the study 
was based is rather fragmented. It would almost indicate that 
budget cuts would improve education, or that poor school districts 
are in some way superior to the districts that have available large 
resources, because the poor districts manage much better at pover- 
ty. It's better than being wealthy because then you're frugal and 
you manage your money oetter. 

It's a rather strange argument. I don't think I could try it on my 
wife, who does the buying for the family. I think I would be a bach- 
elor before I got through, if I said that money doesn't matter. 

Without drawing any specific conclusion, because I have not had 
an opportunity to thoroughly analyze the study, and we have not 
had an opportunity to have those who crafted the study to come 
before the committee, but may I ask you whether or not you are 
familiar with the study and, if so, I would ask you to comment on 

Mr. Wise. Well, sir, I am not familiar with the study, although I 
tend not to pay a lot of attention to studies emanating from that 
particular organization. The notion that money does not make a 
difference is preposterous on its face. We as individuals, we as citi- 
zens, we as corporations, all operate consistently with the idea that 
money is an important enabler. 

Now, the fact of the matter is that many districts whose children 
perform poorly in school are school districts which have large num- 
bers of disadvantaged youngsters. So it is rather simple to notice 
that some youngsters come from wealthy families, they go to well- 
financed schools, and they do well Othei' youngsters who i^ome 
from disadvantaged backgrounds go to poorly financed schools and 
they don't do well. 

This entangling cause and effect in those matters is not entirely 
easy. It almost seems surely the case that we are going to have to 
spend more money on the education of youngsters from disadvan- 
taged backgrounds. So I think the problem is not so much in reali- 
ty as it is in the peculiar lenses which people bring to bear as they 
look at the phenomenon. 

Chairman Hawkins. Doctor, I think that I could, from my own 
experience, build a pretty good case for inequality if it were to be 
built on spending the most on those who need it the most as op- 
posed to what is suggested by the proposal we have before us, the 
Fair Chance Act, which simply says every child shall receive 
roughly the same amount. I'm cognizant of the fact that even in 
California, where we do have the equalization program— we ye had 
it for a long time—that it costs a lot more to educate a child in a 
district such as the one that I represent than it does to educate a 
child in Beverly Hills. A school has to, in a sense, become a second 
family to the child, if the child is thoroughly disadvantaged be- 
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cause of poverty and drug abuse and other problems related to the 
low income areas. Those children need a lot more. 

Now, if that were the type of inequity that we had built into the 
system, it would seem to me that would provide more equity. How- 
ever, I think we're being very conservative in this proposal, in that 
we do not take note of that and are simply providing that, if you 
compel a child to go to school, the child should be given the same 
opportunity, regardless of where that child lives. 

Would you be inclined to say that such inequity might be fairer 
than even the conservative proposal we have before us? 

Mr. Wise. Absolutely, sir. It seems, by inadvertence, given the pe- 
culiar organization of education that we have in America, that we 
have d()signed a system that does exactly what we should not be 
doing, which is to reinforce the advantages that people come to 
school with. It seems to me it's a minimal obligation on the part of 
government to treat all youngsters equitably and fairly, and cer- 
tainly in many cases that means going beyond some adequate level 
of resources to provide for the special needs that some youngsters 
come to school with. So I certainlv agree with you, sir. 

Chairman Hawkins. Dr. Jordan, may I inquire of you as to 
whether or not you have copies of the charts which you have used 
this morning? 

Dr. Jordan. Yes, sir. They're in the appendix to the testimony. 
Chairman Hawkins. Thank you. 
Mr. Goodling. 

Mr. GooDUNG. Thank you, Mr. Chairman. 

As I indicated in my opening statement, I want to make sure 
that— if there's any way we can help to improve the situation, we 
would do it— but I want to make sure that we understand what 
we're doing. 

Dr. Jordan, you say that one caution in comparing these data 
with equity standards in the Fair Chance Act is that these reve- 
nues per pupil are gross amounts per pupil and have not been ad- 
justed for the incidence of high cost pupils, sparcity, and so on. I'm 
wondering how we get the data that we need to really understand 
how much disparity there is. You used Alaska, for instance, I think 
that in one district you were talking, I believe you were talking 
about airplane travel costs, and boarding school costs as very ex- 
pensive. In Wisconsin I noticed they seem to have a three to one 
disparity but yet their State formula is equalized under the impact 
aid regulations, which the bill would encourage. So we have a prob- 
lem in ^hat way also. 

In Pennsylvania— we've had an equalization formula for a long, 
long time. Some people thought it was pretty good. Looking at 
those two districts, I would imagine the one district receives prob- 
ably about 68 percent of all of its aid from the State. I would imag- 
ine the other district receives about 10 or 12 percent from the 
State. 

What can we do from the Federal level to make sure that we are 
doing what the Chairman wants to do, moving expenditure up to 
the higher per pupil expenditure rather than moving down? I can 
see, if the State tries to reverse some of the things they are doing, 
they are going to be moving perhaps down to the lowest funded 
school district rather than up. 
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Dr. Jordan. Mr. Goodling, the history of school finance "reform'' 
in the last two decades probably indicates there s much more of a 
leveling up than a leveling down, just because it's subject to the va- 
garies of the State legislature and the political compromises that 
emerge there. , _ 

To go back and respond specifically to a couple of your concerns, 
the cost factors are quite often used in State aid formulas, and so if 
one is familiar with the State aid formula, then one can do an 
analysis of that and then back out the funds that are attributable 
to special circumstances, or to high cost kids, or the sparsity, those 
types of things. The Alaska situation is a very unique kind of situa- 
tion that would require much more detailed analysis. 

Dr. Wise indicated that the time may be upon us for a compre- 
hensive study of school finance again. It is an inevitable result of 
the bill, as you look at the Secretary having to review and make a 
determination about the relative quality of the State aid formulas. 

To address the Wisconsin situation, the Wisconsin situation is il- 
lustrative of the different types of equity measures. The charts 
show an expenditure disparity, and that means that your goal is to 
reduce the differences in spending among students. But the other 
wealth measure, and the one that Wisconsin uses to qualify under 
impact aid, is the wealth neutrality concept. Under the wealth neu- 
trality concept, it is equal yield for equal effort of tax rates. So 
under wealth neutrality, inevitably one can predict that you will 
have expenditure disparity. What you do with that is you analyze 
the aggregate data for the State and then you determine the pro- 
portion of those funds which are "wealth neutral. It s a very com- 
plicated and involved process. It didn't realize how complicated and 
involved it was until 1 went to Arizona, also a State that has been 
determined to be wealth neutral. I worked with the State agency 
there with the formula. 

But the key factor is the wealth neutrality assumes dispartiy 
and it incorporates the concept of choice and people at the local 
level being able to determine the level of funding that they want 
for their children. In other words, it does not seek uniformity. Rev- 
enue disparity seeks uniformity. So the two standards are quite dif- 
ferent in what they're designed to do. 

Mr. GooDUNG. So we have to be very, very careful with what 
data we use. , , ^, ^ 

Dr. Jordan. You have to be careful with the dat« ^hat one uses, 
and then it takes a level of detailed analysis vv.ntii goes beyond 
what the Census Bureau has, in terms of studies of individual 
States. One has to be familiar with the school finance formulas in 
the given State, how they have accommodated the program. 

It is really two kinds of things. We have a tradition of govern- 
ance in which you have local control. But education is a function of 
the State level of government. By virtue of that— and this is what 
the courts are continuing to say— in the design and implementa- 
tion of school finance programs, the State has an equal responsibil- 
ity for each student in that State. So this is where the concept of 
adequacy emerges, even with the concept of choice, under the reve- 
nue dispartiy. Then one must be concerned about adequacies to 
make sure that the level of funding is sufficient for all chixdren m 
the State You still have diversity, but the State has this responsi- 
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bility. So in the review, that is one of the kinds of things that 
needs to be looked at very carefully. 

Chairman Hawkins. Mr. Sawyer. 

Mr. Sawyer. Thank you, Mr. Chairman. 

Let me follow on with a point that I think Mr, Goodling began 
with. Dr. Wise, you spoke in terms of the moral and the legal re- 
sponsibility we all have to achieve a measure of equity. Assuming 
that we can measure that adequately across thif^ enormous number 
of decision-making bodies, some 16-17,000 of thv^m, how does that 
responsibility, in your view, distribute itself among the localities, 
the States, and those of us who must look across the breadth of an 
entire nation to assure adequacy and equity? 

Mr. Wise. Certainly education, under our system of government, 
is primarily a State responsibility. Therefore, the burden falls upon 
the State in the first instance to try to provide equality of educa- 
tional opportunity to its students. Certainly, if we are to have a na- 
tional bill of this sort, we need to have a national studv to precede 
it in order for us to know exactly how to proceed. I think we are 
operating? with somewhat crude measures at the present time. But 
then the question really is what it the role for the Federal Govern- 
ment, what role for the State governments, what role for the local 
governments. mi i. 

Legally speaking, the responsibility is one the State, Ine btates 
have allowed a degree of inequality to grow within their borders. A 
number of State courts have now directed the State legislatures to 
equalize educational spending within those States, and this year 
alone, decisions have come down in Texas, Montana and Kentucky. 

The State is free, within its prerogatives, to decide how to fi- 
nance public education. For a long time, the primary basis for fi- 
nancing public education was the local property tax. By relying 
upon the local property tax, you end up with dramatic inequalities 
from district to district based upon local prope.ty taxes. Tbj State 
has, within its power, to continue to levy property taxes. The State 
also can decide to what extent it wishes to use State sales tax reve- 
nues. State income tax revenues, or other State revenues, in order 
to equalize educational opportunity within its borders. 

I take it that the purpose of this law, the Fair Chance Act, would 
be to encourage States to do the right thing. It is very hard for 
States to do the right thing. That is why the courts have had to 
come into the picture, and that is why, I think, there is a basis tor 
the Federal Government also coming ir.to the picture. Legislative 
politics at the State level simply do not operate in a way that pro- 
vides equality of educational opportunity. Outside instrumente are 
necessary to prod states to do the right thing— on the one hand, 
State courts, and on the other hand, perhaps a national bill. 
Mr. Sawyer. Dr. Jordan? 

Dr. JoRPAN. I don't think I could add anything further, thank 
you. 

Mr. Sawyer. Thank you, Mr. Chairman. 

Chairman Hawkins. Mr. Smith. 

Mr. Smith. Thank you, Mr. Chairman. 

Dr. Jordan, could you take me again, just briefiy, through the 
methodology you used to come by these numbers? No, I don t want 
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to look at the numbers again. Fve got the charts. But what is your 
source? 

Dr. Jordan. The source is the Bureau of Census, a government 
survey. CRS has the basic data, has the basic data tape. Dr. Wise 
and I v/ere provided with a printout prior to the hearing, so that 
we can analyze it. (See Appendix 1.) 

What I did in these, which is different from a memo which you 
mav have from CRS, I kicked out— being in Arizona and not being 
in Washington, not really conferring with my former colleagues at 
CRS on the issue — I kicked out the school districts which had fewer 
than 100 pupils at each end of the continuum, and I only took unit 
districts, only K-12 districts, except in the State of Montana. 
There, I took both elementary and high school districts. 

Excluding those — they were rank ordered by expenditure, as re- 
ported by the Census. Granted, there may be problems with the 
data. But the data on the aggregate I think illustrates that there is 
terrific disparity among school districts within the States. So I ex- 
cluded those that had fewer than a hundred at the high and low 
spending ends. That basically is it. 

There is always the problem that the data comes from 16,000 
sources. The audit checks and those kinds of things are continuing 
kinds of problems and issues with this. So there is a continuing 
need for more refinement and better improvement in the data re- 
porting process. People at the local level submit the data, and as 
you have found after having seen this, then when you go back, 
they explain to you that they didn't really do what everybody else 
thought they were doing on occasion because of backing out certain 
types of— So the explanation and the detail have to be very careful- 
ly done. 

Mr. Smith. I would concur. 

I have to tell you that I am deeply concerned that we would see 
the wholesale use of data, that it was convenient in its accessibil- 
ity, to make a general point, which I think is a very valid point 
that we can make very easily without this kJnd of distortion. I 
can't tell you the sort of feeling it leaves me with in the p^t of my 
stomach as I then look at the other States, trying to understand 
the real dimensions of this problem. It is a very serious problem. 
It's a problem in Vermont — I don't deny that for a minute— to see 
people who, with all due respect, should know better, bringing data 
in here to make a point. Why don't you just bring in a bat and 
smash the table. The fact of the matter is we have a school financ- 
ing equity problem in this country. 

I am concerned that you would let the Alaskan data ride, know- 
ing that there's a residential school for rural, poor populations that 
is very high cost, without telling us that. To me, that's a kind of 
distortion, frankly, which doesn t help us make informed quality 
decisions. 

Now, one other question. What do you think the impact in a rich 
school district is, a low aid district, if you are an indigenous land- 
owner who owns two acres, and a house which you have received 
from your parents and you earn $25,000 a year and you have fairly 
low property taxes and don't pay much aid. If this kind of a thing 
goes in, what happens, on balance, across the country to those 
people? 
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Dr. Jordan. You're talking about the single family residence? 

Mr. Smith. Tm talking about the kind of person you don t want 
fjo be in Vermont, which is a middle or low income person in a rich 
school district. You get hammered every time you turn around. 

Dr. Jordan. But who also happens to live in a house that has a 
relatively high value. What you have focused on is one of the com- 
plexities in the school finance area, and that is 

Mr. Smith. Excuse me. It's a disaster for a lot of people. Excuse 

"^Dr Jordan. The complexities relate to the measure of wealth. 
The traditional measure of wealth and the one you're talking about 
is assessed value of real property. 
NIr Smfth Yes sir 

Dr. Jordan. There are other measures of wealth which can be 
used in a State school finance formula. You can mix property and 
income together. In that sense, you begin to make some ac^ust- 
ments in terms of the burden which tails on the individuals in 
those school districts where there is low wealth. One can also, as 
I'm sure you're familiar, put circuit breakers into a property tax 
situation where that low income person has his or her tax burden 
reduced in proportion to the relative income which they have, bo 
again, it illustrates what we've talked about here. 

What I referred to was ths complexities related to the ditterences 
in student need, or the differences in expenditure levels. But on the 
revenue side, there are also "bells and whistles" that one can put 
in to adjust for the inequities which are there. 

Mr Smith. I would only say that within those complexities are 
people's lives. What we have seen, despite our best attempts, in too 
many places, is where we, in fact, create exactly the opposite. We 
polarize communities in terms of SES; we drive indigenous and 
lower income people into other communities and into trailer parks, 
which is the way it leads out in rural America, or in my part ot 
rural America, and create enclaves of the wealthy, where more 
wealthy move, because of the way we fund education. You end up 
with a level financial playing field, but you don t end up with all 
people together in schools learning from each other as well as trom 

their teachers. , , , • i. -i.^ „ 

I appreciate what you're saying, but unless we re going to wiite a 
financial aid formula for the entire country, with all those little 
quirks in it, we need to be very sensitive to what we re giving up 
and what we're gaining. It is a perverse situation we face, and 1 
want to make sure the solution is, in fact, socially not more per- 
verse. I have seen too much of that. 
Excuse me. I yield. . , . t 

Chairman Hawkins. I think the gentleman is nitpicking now. 1 
guess that's what has happened in the Eighties, that we toi^ot 
what we did in the Seventies. This issue has been buried for almost 
a a decade and it needs to be rescued, I think. 

I don't know of any State that is maintaining that its pure in 
this connection. It may differ over the method to correct it. But 1 
am optimistic enough to feel that, if we want to do it, we can do it. 
The time has come to begin to to do it and not say^ it s an impossi- 
ble job. That's the political answer. I realize were going to get 
some discrepancies even in the most ideal situation, but to defend 
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inequality by saying that it*s a difficult job to get the data, to me, 
is simply continuing the inequity and moralizing it as being the 
right way of doing things. 

This bill is obviously far from being perfect. I don't expect it to 
pass out of this committee and Congress the day after tomorrow, 
but I would hope that we look at it fix)m the viewpoint of discuss- 
ing how we can improve and reach the situation. I think we have 
waited too long. If we can only agree to reasonably discuss this 
thing among each other, without accusing anyone of distorting the 
data, then I think we probably can get some place. 

But the chair is open for any suggestions from the Members, and 
anyone who wishes to join in coauthor ing the bill to really advance 
it IS welcome to do so. 

Mr. Poehard is next. 

Mr. POSHARD. Thank you, Mr. Chairman. 

I am not as much worried about the data as I am understanding 
perhaps some of the practical aspects of the bill, since most or at 
least many of the States in this country still depend upon the local 
property taxes, the one part of the formula that drives aid to stu- 
dents. I am trying to understand this. 

For instance, in the State of Illinois, two basic things enter into 
the financial formula: the equalized assessed valuation and the per 
pupil attendance. Are you advocating that the only way we're 
going to reach equity in school financing is by going away from the 
property tax toward the individual income tax? I^t me give you 
my reasoning behind that. 

If I live in the suburbs of Chicago, as a county board member, 
maybe 12 percent of the local property taxes that I assess a large 
number of people who are very wealthy go towards the local school 
districts. But that enables them to maybe fund their school at 
seven times the rate than if I am a county board member in a 
rural school district in southern Illinois, who has to spend 68 to 70 
percent of the local property taxes on the school system and then is 
left with maybe 30 percent at most to run the police force, the air- 
port authority, the fire stations and all the other kinds ot things 
that county boards have to contend with. 

Now, are we saying, then, by virtue of bringing equity to financ- 
ing, that weVe going to tell the people in the suburbs you can't 
spend as much money as youVe spending now on your schools, 
even though its a smaller percent of your local property tax base, 
that we as the State or we the Federal Government are now 
going to say you can't base financing either on local property taxes 
in order to bring equity or we're going to control what portion of 
local property taxes can be spent upon education? Tm just trying to 
understand the practical outworkings here, because I agree with 
the intent and the purpose. I'm just trying to say are we going 
away from the whole system as it presently exists, in your judg- 
ment, both of you. 

Mr. Wise. In Illinois, around 1973, the legislature passed a law 
which, from 1973 to about 1980, moved the State in what I would 
regard as the proper direction, namely, toward greater and greater 
equalization of school support. Starting around 1980— and I can't 
give you the details; it's been well documented— Illinois began to 
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move further and further away from the goal of equalization of 
school support. 

In practical terms, I would not advocate moving away from the 
local property tax. I believe that the local property tax can contin- 
ue to oe a basis for support of public education. But what it almost 
certainly means is that we need to rely to a greater and greater 
extent on State taxes, whatever State taxes any particular State 
may choose to have. 

Mr. PoSHARD. Okay. Can I interrupt you for one second, please, 
because I need you to answer my question directly. ^ 

If we're not going away from the local property tax base, if we re 
leaving it up to the local people to decide how much they want to 
spend on education, then if you change everything to get more 
State moneyy into the poor districts, what prevents the more 
wealthy districts from just saying "okay, instead of 12 percent, 
we're going to devote 15 percent of our local property tax base to 
education. You still have the disparity, even though it may be at a 
different level. , 

Mr. Wise. If I may, sir, I will ansv/er your question straightfor- 
wardly. If the goal of a State, or the goal of the Fair Chance Act is 
to promote the equalization of school support, then limits must be 
put on the power of local voters to decide to tax themselves extra 
to support the schools. 

I made reference to the State of California, which pretty much 
now has an equalized support system, where folks in the wealthier 
districts have complained for the last ten years about the fact that 
they can no longer spend as much as they want to and have re- 
garded that as an abridgment of their freedoms of some sort. 

California is now in a unique posture. California is in a posture 
of being able to decide now, as a State, how much it values the sup- 
port of public education. That means that the education-minded 
parents, who are typically the wealthier parents, who are typically 
themselves more educated, are the ones who are going to lead the 
forces to lobby the State legislature to bring the overall level of 
support for education in the State of California up. But it certainly 
means that Beverly Hills no longer has the discretion to tax itself 
for its own benefit in a way that it used to. 

Mr. PosHARD. Again, I agree with the purpose and intent of the 
bill. Mr. Chairman. I think the sticky wicket is going to be how we, 
at either the Federal or State level, are going to tell local people 
you can't spend any more than this, regardless of what you want, 
of your own local property taxes on your schools. 

The second thing is, if we do that in the suburbs— and I repre- 
sent a poor rural district— I know what the extended argument 
will be. If you're going to tell us that we can't spend anv more than 
a certain percentage of our property taxes in the suburbs on educa- 
tion, then, doggone it, you guys downstate or in the rural i eas had 
better well get all your districts consolidated to a certain level to 
ensure the most cost-effective, cost-efficient system that you possi- 
bly can. And don't give me any more of these 100 kid school dis 
tricts, because that s a waste of taxpayer s money, too. So the 
rurals are going to answer up and the more poverty stricken school 
districts, especially in the rural areas, are going to be looking at a 
lot of changes on the other end of the continuum if, in fact, we go 
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to sc:me system of mandating what people in the suburbs and 
wealthier districts must do in terms of financing their children's 
education. 

Chairman Hawkins. I would just like to remind the gentleman 

that the bill doesn't do that. If you read 

Mr. PosHARD. I know, Mr. Chairman. 

Chairman Hawkins. I agree with what you have said. I am just 
simply saying that to say that at this time is misleading. I just 
want to correct that at the very beginning. If the bill did that, then 
obviously we should do something to correct it. We are not doing 
that in the bill itself and I just don't want that to be projected as 
being what is behind the bill. We are not saying to anyone that you 
can't tax yourself to provide something extra. We're not saying 
that at all. 

Mr. PoSHARD. I understand, Mr. Chairman. But I thought part of 
the gentleman's answer was that yes, we may come to that. 

Chairman Hawkins. Well, he is responding to what, theoretical- 
ly, may happen. As you know, anything may happen. This commit- 
tee has control over the bill, and the idea is to equalize and **equal- 
ize up" and certainly not to restrict any efforts to raise revenues 
for education. If areas decide to spend something extra in some 
way, that obviously is not prohibited under the bill. That's not the 
intent of the bill itself. 

I think some of us are making a coiuplex problem out of a very 
simple, little bill. We're just trying to get some money in to equal- 
ize things. The data may not be altogether correct. We have indi- 
cated there may be some discrepancies in the data that the CRS 
has given to us. (See Appendix 1.) If so, we will correct any discrep- 
ancies. But don't go off on a witch hunt now and keep us from 
doing something constructive. 

I ar^i not in any way correcting the gentleman. I am simply 
saying that I believe that the bill does not do what has been sug- 
gesttxl. If it does, we will doing something about that problem. 

Mr. Petri. 

Mr. Petri. Thank you, Mr. Chairman. 

I appreciate your having the hearing today. It is raising a very 
important subject. As I listen to the testimony and the questions, I 
have to ask the question: Is the goal of this exercise the equaliza- 
tion of school support, or is the equalization of school support the 
means to achieve some other goal, in your opinion? Is it good in 
itself to have equal inputs into education, or is that viewed as a 
means to some other end, and if so, what end? If not, why not? 

Mr. Wise. Certainly, to my way of thinking, sir, it is a means to 
an end. The end is the best possible education of every child in this 
land. Unfortunately 

Mr. Petri. Good. Excuse me for interrupting, but we're only al- 
lowed five minutes and I would like to ask some follow-up ques- 
tions. 

If that's the case, if we want to improve output — that is, we want 
to improve the educational performance and ability of graduates to 
be productive members of society and contributors to our democrat- 
ic way of life — then you indicated in your testimony, I believe, that 
a number of States had moved prior to about 1980 in the direction 
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of various equalization, and then they've been moving away from it 
since then. 

Has any data been compiled to indicate an improvement in the 
outputs— that is to say, student performance in districts that were 
benefited by these State movements during that period? If so, could 
you point us to that? 

Mr. Wise. No, sir, I know of no studies of educational outcomes 
in the sense that you mean it. But I would expect that these 
changes would only occur over time, and the time has not been suf- 
ficient in those States. Only California has had any degree of sta- 
bility in this regard. 

Mr. Petri. Well, it has been done in a lot of States, and it seems 
to me, before opening up all the thickets that Mr. Smith and others 
pointed out, if the idea is to improve the performance of students, 
and if it has, in fact, been done, over many years, in States like 
Wisconsin and other States, that before we seriously consider l^is- 
lation, we ought to find out if it has made any difference anywhere, 
and if so, to whom. 

Thank you, Mr. Chairman. 

Chairman Hawkins. I think the gentleman should understand 
that, according to the National Assessment of Educational 
Progress, Chapter 1, for example, has had some positive results, 
where the money was put out. Head Start has been studied for 20 
years, and every report has indicated that it has made a difference. 
But we provided funding for serving only 18 percent. If it made a 
difference for 18 percent of the eligible children, then spending 
money for the other 82 percent, one would reasonably conclude, 
might have a payoff. So there are studies. 

Mr. Petri. It is clear that spending more money sometimes 
makes a difference, but it is not at all clear that Federal mandates 
on the way States and localities collect money and finance educa- 
tion are going to be a net plus. If we can't even show gains when 
State governments mandated or interfered with the way local 
school districts finance their education, what is there to lead us to 
believe that 

Chairman Hawkins. We are only concerned about Federal 
money. We're not concerned about State money. What we are 
saying is that if we provide Federal money to States and the States 
use those Federal dollars to reduce State funding, that creates an 
inequity. That should not be done. I think you would probably 
agree with that. That was the original intent, when we started in 
1965, Fedp -al aid to education. If it results in the States not doing 
as much ^ they should do merely because Federal money is avail- 
able, then that's wrong. 

Now, if we can attempt to correct that in some way-^and Tm not 
so sure this proposal completely does it — that's the intent. I am 
only saying that's the intent. 

Mr. Petri. I agree. 

Chairman Hawkins. If anybody has any better idea 

Mr. Petri. I would argue, Mr. Chairman, that it might make 
sense to try to pick the stick up at the other end; that is to say, 
rather than working on equal inputs, if we looked at what worked 
to improve outputs and tried to encourage that and help fund that, 
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we might help more kids than fooling around with the input for- 
mulas. 

Chairman Hawkins. Well, let's begin at the other end. Do budget 
cuts help improve academic performance? 
Mr. Petri. It all depends on the situation. 

Chairman Hawkins. Okay. Then that's a defense of the adminis- 
tration, which has been cutting education funding during the 
decade of the Eighties. That's why we have reports that attempt to 
back that up. (See Appendix 2.) 

If you say that money doesn't matter, then I hope you tell your 
wife that money doesn't matter. 

Mr. GooDUNG. Now, Mr. Chairman, you have to get me in on 
that, because it was the Congress of the United States that made 
all the financial decisions during the Eighties, no one else. 

Chairman Hawkins. Well, the fact is that the only progress that 
has been made around here in the academic performance of chil- 
dren has been due to the Federal assistance programs, such as 
Chapter 1 and Head Start. Those are the only children that have 
demonstrated any progress. 

Now, it is reasonable to conclude that probably the money did 
make a difference. In my book, however, if you're going to pay 
teachers, if you're going to provide special counsels, if you re going 
to provide nutrition and these things, they cost money. Just like 
weapons cost money. Why is it we say we can spend noney on 
weapons, don't worry, and no new taxes? Then when it comes down 
to education, we won't even take a chance. Some of you don't want 
to risk the chance of spending something to help children out. 

Mr. GooDUNG. Mr. Chairman, I'm a 2 to 1 minority and I 
couldn't make the difference regarding those decisions during the 
Eighties. You were in the majority. 

Chairman Hawkins. I'll have to go down the list of Members to 
determine who is next. I have lost track of who came in when. 

Mr. Payne. Mr. Hayes doesn't seek recognition right now 
anyway. 

Mr. Payne. Maybe we had better shift it down here. We don't 
want anything to disrupt our Chairman. 

I ^eally don t have any specific questions, although it is amazing, 
almost amusing, that there are certain times when dollars are dis- 
cussed in a way that they are unimportant. As the Chairman said, 
in certain instances it doesn't take money to improve a situation, 
but in a lot of other instances we rely on the normal American 
way, and find that dollars tend to bring about improvements, and 
once you build up or clean up or fix up, things work better. But, 
when it comes to things like education or social programs, some- 
times we have a different philosophy. 

I just want to generally say that I appreciate the Chairman for 
introducing this legislation and offering this opportunity to engage 
in some public debate on the way and manner that States fund 
public schools. The witnesses have been very interesting and I look 
forward to the next panel, particularly the fact that there is a New 
Jersey person. Miss Morheuser, who will be testifying. I am very 
interested in what she will have to say, because just two days ago I 
had a meeting in my district with each of the superintendents of 
the school districts in the Tenth District of New Jersey. The super- 
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intendents are asking for assistance. They want to see Federal ini- 
tiatives that assist the poorer districts. There was a consensus that 
children can learn regardless of color or race or economic circum- 

But it is difficult, when you have overcrowded classrooms, under- 
paid teachers, outdated and limited numbers of textbooks and a 
lack of technol(^ and laboratory equipment. As a matter ot tact, 
for those who would like to argue that levels of finance has no 
effect, we would like to suggest that we have a system ot transler- 
ring students to the poorer districts and let the poor students go to 
the other districts, just to see how the brighter students would 
make out when they attempt to learn chemistry without Bunsen 
burners or library skills with makeshift libraries without the guid- 
ance of a librarian, or the possibility of trying to deal with the 
whole question of probabilities without computers. 

So I believe that it is a fact that we need to equalize the financ- 
ing system so that the poorer districts are better able to finance 
education It is true that there are good schools in poor districts 
and poor schools, educationally, in wealthy districts. Bui I believe 
there is some correlation between the amount of financial input 
and the quality of education offered. j u j 

Our national illiteracy problem is growing by leaps and bounds. 
Many illiterates are adults, but many are high school graduates 
who are coming out functionally illiterate. Unless we straighten 
out this discrepancy in our educational system, we ce.-tainly will 
not be able to compete with the European Economic Community in 
'92 and the new Eastern European thrust in industrialusation in 
the year 2000. We will continue to have a balance-of-trade deticit. 
So I think this is more important than anything else in the country 

at this time. , , r j i. * 

I just had those general comments and look forward to the next 
witnesses. Thank you, Mr. Chairman. 
Chairman Hawkins. Mr. Hayes. . . r * * 

Mr. Hayes. Mr. Chairman, I just want to make a very brief state- 
ment. , ,. . ■ ■ „ 
I am very supportive of H.R. 3850. It doesn't, in my opinion, go 
far enough. It is a good beginning to correct an equity that we 
know exists in the distribution of funds. Particularly in my State ot 
Illinois, as was pointed out, it is one of the States where much 
more money is spent in some districts over others. We are in the 
process of going through some reform of the educational system, 
which has become highly political, as to how it is to be done, as you 

might expect. ^, . ^ it j 

But I would like the opportunity, Mr. Chairman, to- You need to 
monitor the way the Federal funds are now being spent. They are 
not going in a way they should be going. It is an abuse and a 
misuse of people's own knowledge of what has happened, to keep 
them deprived from knowing how the money is being spent on edu- 
C£it ion 

Just as the lottery systems exist in the States, particularly the 
State of Illinois, to get that passed into law, they had to have the 
support of the General Assembly, which they did. They set up a 
special amount of that money to be used for education. After a tew 
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years now, that has been transferred over into the general revenue 
fund and nobody knows how much is going for education. 

So it is with Federal funds. I think we need to have a system 
where the Federal Government monitors the amount of money 
they send to each State and see how much is going actually for 
education and how it's divided. This bill doesn't go that far, but at 
least it's a beginning of what I see is the right direction. 

I happen to represent a district that's on the lower end of the 
totem pole when it comes to getting money. Most of the school dis- 
tricts in my congressional district are African-Americans, 92 per- 
cent, and who cares whether or not they really get money to get an 
education, so you can prepare these kids for life. This is the thing 
that disturbs me. It's a waste to do as we are doing now. A kid 
ought to have some way to become something more than a janitor 
when they finish school. They have a right in the poor districts to 
aspire to be an astronaut. But who cares? I may be using extremes, 
but these are the kinds of things that I think this bill will begin to 
correct this inequity that exists today. 

I want to compliment you for your position. I think it's correct. I 
know you're going to get some jabs. We get it in other areas of 
child care and everything else when we pursue these courses to 
bring about equity when it comes to the treatment of our kids. But 
this is our future and I think we ought to begin to correct these 
wrongs. I think you're on the right course and I support this kind 
of legislation. I think I understood you both support it. 

Chairman Hawkins. Mr. Perkins. 

Mr. Perkins. Thank you, Mr. Chairman. 

First of all, I would like to say hello to all my colleagues and all 
the staff. I hope you had a happy new year. It's good to see you. It's 
always a pleasure once again to be here. 

I think it is a very appropriate thing to start this new year off 
with a piece of legislation that is attempting to raise the question 
of how the American student, in all areas of the country, is going 
to be treated. This is the beginning of the dialogue. It is not the 
end. This is just the initiation of the process. 

With that, just in terms of a few of the practical questions, I 
would like to turn to the panel. First of all, I would like to welcome 
certainly Mr. Jordan. He decided to go out to Arizona and let those 
bones get baked by that warm sun and we don't have the chance to 
work with him around here as we have for a long period of time. 
Forbis, it's good to have you back with us. And, of course, Mr. 
Wise. 

First of all, is five years a reasonable amount of time to allow for 
the mandated change to occur? Is it too long, too short? Let's say 
States have from January 1, 1991 to January 1, 1996 before suspen- 
sion of Federal education occurs. Is that period of time reasonable? 

Dr. Jordan. Yes, Mr. Perkins. The period of time may seem long, 
but in terms of State legislatures having to review their revenue- 
raising side of the formula, as well as the other side, to reach the 
standard as stated in the proposed bill, one needs that long, and 
especially in those States where legislatures don't meet on an 
annual basis, where it's a biannual budget. 

It seems like a long time, but the real issue is steady progress, 
rather than saying we'll look at you five years down the road. It is 
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moving toward equalization because it is quite often a costly proc- 
ess, costly in terms of money as well as costly in terms of moving 
humans along in order to get the job done. As you know, in Ken- 
tucky, at the moment, you're relooking a system in the process. ^ 

Mr. Perkins. Well, Tm concerned about seeing— Again, were 
just beginning to look at it. I know Bill Goodling and I were talking 
about this a little while ago. The formulas that we're beginning to 
look at here, the impact aid formulas, for example, do they go to- 
wards achieving what we think needs to be achieved by this bill? 

Dr. Jordan. In terms of the two equity measures that are in the 
formula, one is oriented toward equal spending. The other accom- 
modates a much different concept, which is equal yield for equal 
effort. 

Mr. Perkins. Right. , ^.rr 

Dr. Jordan. In that sense, if one recognizes the differences in 
philosophy and differences in values among the States, providing 
that concept of choice is a reasonable kind of thing to do. 

Now, the issue is to ensure that there is a continuing concern 
about an inadequate level of funding. . ^ 

Mr. Perkins. As Tm taking your comments, you re saying that, 
in essence, we're going to have to tinker with the thing a little bit, 
that we're going to have to start out, get something in place, see 
how it works, tinker with it in a couple of legislatures, and maybe 
after five years we will have arrived at something that s^ms to 
work efficiently enough for us to be satisfied from the Federal 
l^g^^l^* jg that correct? 

Mr. Wise. Yes, sir. I would say that five years is certainly in the 
neighborhood of what it will take to implement this bill in a practi- 
cal way. J 4. 

There have been a number of questions raised about the data 
and about the meaning of equalization. I think it will take some 
time to gather data anew and create a data system that will not 
result in some of the kinds of very real questions that have been 
raised here this morning. That is an effort that will need to be un- 
dertaken to get this thing going, as well as working in an iterative 
way with the legislatures. It's an iterative process for sure. 

Mr. Perkins. During the course of your research, have you had a 
chance to try to figure out how many States are going to be impact- 
ed by this legislation? . 

Dr. Jordan. No. As was mentioned earlier, there are underlying 
pieces of information to these data which will be needed in order to 
make that determination. There are some States— There are only 
seven States that meet the current impact aid standards. But that 
is a voluntary act on the part of the State to choose to do that. The 
arm chair review would say there are several other States which 
could make that choice, but they have chosen not to for a variety 
of reasons. , , 

Minnesota, a few years ago, came close to deciding to, but be- 
cause of the political fallout with the legislature, they backed off 
and decided not to do that. . . .1 . xi. -r- 

Mr. Perkins. Tn essence, what you re saying is, that the ramitica- 
tion is that 43 States have not, and seven other States, we question 
the exact extent of that. This bill, if it finally arrives in the bill 
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form that we hope it does, indeed, is going to be something that is 
a comprehensive change in the Nation s educational system. 
Dr. Jordan, Yes, sir. 

Mr. Wise. Yes, sir. It would affect virtually every State in quite 
dramatic ways. 

Mr. Perkins. Again, I want to thank the witnesses. I don't want 
to beat these two fine gentlemen over the head and I will let Forbis 
return once again to his sun-baked existence out in Arizona. It is 
good to see you. 

Thank you, Mr. Chairman. 

Chairman Hawkins. Mr. Gunderson. 

Mr. Gunderson. No questions. 

Chairman Hawkins. Mr. Owens. 

Mr. Owens. Mr. Chairman, I don't want to be redundant in my 
remarks, but I want to congratulate you on this monumental step 
forward that this bill, just by its introduction, will take in terms of 
shaping the debate on educational reform. 

It's like the little boy in the Hans Christian Andersen fairy tale 
saying that the emperor has no clothes on; he's naked. The Gover- 
nors conferences and the President want to go forward and talk 
about educational reform without addressing this very basic issue. 
We see tests which compare the scores of children in the inner 
cities and children of various minority groups with other children 
and we don't want to talk about the inequities in the kind of re- 
sources that are being provided for the education of those children. 

I think that most educators, certainly most educators and admin- 
istrators in the country, and practically all the legislators in the 
country, understand very well what you're talking about. There 
will be no difficulty in understanding the intellectual content of 
this bill and what the thrust of it is. The problem is that it's a 
moral confrontation with the policymakers in the country. 

Certainly in the State of New York there has been an effort over 
the years to engineer this inequality and to keep the inequality 
going. We have **hold harmless" clauses which guarantee that 
school districts never get less than they got the previous year. That 
started around 20 years ago. So school districts, which have very 
different educational needs now, are getting the kind of money 
they were getting 20 years ago under the hold harmless clause. 

Then we have the formula which says that State aid should be 
distributed on the basis of attendance instead of enrollment. It 
once was enrollment. As the racial composition of the schools in 
New York City changed, they '-lOved to attendance. When you dis- 
tribute State aid in accordance with attendance, the numbers are 
much different, much lower, for New York City than they would be 
on the basis of enrollment. Of course, the constitution of New York 
State says the State is responsible for the education of all young- 
sters on a per capita basis. Every youngster in New York State has 
the right to equal assistance from the State. So we ought to have 
formulas which talk about per capita, not enrollment and not at- 
tendance. So there is a lot of work to be done in terms of honesty, 
in terms of ending the discrimination in State aid formulas, with- 
out getting into the complexities of what you do about local initia- 
tives and local efforts. 
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In New York, the problem is just basic State aid, how State aid is 
distributed Let's deal with that first and stop the discrimination 
f£re iXipeSin most of the other States witUig cities and large 
mfnority populations you will find the same pattern, where the leg- 
Satore have engineered a system where, for political reasons, for 
Sns of Seedffor reasons of abuse of political power, those who 
hSS^^he iSpower get the biggest slice of the pie, regardless ot 

TPhe *F^eral Government does have a role to play here. We 
should inVist there be no discrimination in those States which are 
re^ei^ng Serai aid. That's what it should come down to. I think 
kis S generous of the bill to allow for a five-year period and let 
us eo through a long process of looking at something in which most 
SLde who are involved-educators and legislatore-know very 
3 what is going on. They know very well what the inequity is^ 

So I conSatulate you, Mr. Chairman, on the introduction of a 
m«n^Il bill which will lead to I hope truth in debate and 
truth in this whole process of educational reform. We need a little 
more t?u h^ we move to deal with trying to make the educational 
Sstems across the country measure up to the needs of the countir. 
thenSeds of national security and the needs of where we will be 
gofng^the 2Tst century. That means we have to stop givinc less 
fo thoie who have the greatest need so that they can get an educa^ 
tion which will allow them to contribute to the advance ol the 
Nation. 

Sfrmrn^HlwKTNs'^On that positive note, we will close out the 
first panel Dr. Wise and Dr. Jordan, you have been very helpful to 
us LTw. appreciate it. You see what you have started and we 
hope you will be proud of the product once it's finished. Thank you 
very much. , , _, . 

Mr. Wise. Thank you, Mr. Chairman. 

Dr. Jordan. Thank you. . . „r Unnnmhlp 

Chairman Hawkins. The next panel consists of the Honor^^^^^^^ 
Bert Combs, former Governor Commonwealth o/ Kentucky. I w^^^^ 
not sav anvthine further. I w 1 ca 1 on my dear friend to introduce 
fhe Governor i?i t me. Ms. Marilyn Morheuser, Executive Director 
EduStioi Law Center, and Mr. Albert Kauffman, senior litiga ion 
StSSey Mexican-American Legal Defense and Educationall-und. 
Would those witnesses please be seated at the wit ne^ table. 

We will again indicate that their prepared statem^nte will be en 
tared in the record in their entirety. We hope that the witnesses 
will then deal with the highlights of their testimony. 

For the purpooe of introducing one of the distinguished wit 
nes^s, I would like to defer to my colleague from Kentucky, Mr. 

^ Mr"pERKiNs. Thank you, Mr^ Chairman Indeed this is a tre^ 
for me today, to have the opportunity to introduce a man that has 
Sen impoS'nt not only forX Stete of pn^^^^y but, in my great 
interest,Nhe has been importan for eastern Kentucky. He is the 
last Governor that we were privileged to have from my area ot tne 
Stete^ He hS been a man who has made a ti;emendous difference 
in the qualiW of life in the Commonwealth of Kentucky He is both 
a DemS and he comes from the same part of the Democratic 
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Party that I come from. He is a personal and political friend of my 
family, my father and myself. In fact, his son-in-law was my law 
partner before I came to Washington. He married above his head 
here recently, a few years ago, Mary over there, a lovely lady. 

I introduce to you a man who really should be talking today, be- 
cause when we started this process here in Washington, Bert 
Combe, fighting for the people of Kentucky, introduced to the Su- 
preme Court of the State of Kentucky a suit that eventually de- 
clared Kentucky's system of education unconstitutional. Today, the 
Kentucky General Assembly is trying to come to grips with the 
equalization question that we're talking about today, so indeed, he 
should be someone that should be holding this discussion. When I 
saw this was happening, I was very, very insistent that we try to 
get Governor Combs to be with us. I am very pleased that he is 
with us today. 

C^'>irman Hawkins. Thank you. 

jre you proceed, Governor, our ranking minority member 
would like to comment at this time. Mr. Goodling. 

Mr. Goodling. Only in that I must be at a Budget Committee 
meeting. Governor, in about two minutes. I wanted to tell you that 
I agree wholeheartedly with the first seven words of your last para- 
graph, and also with the last sentence cf your last paragraph. In 
between that I must tell you what I said to this young lawyer who 
is sitting next to me. I said, "You damned lawyers, you put lan- 
guage in here to make sure you have a job." I was having trouble 
figuring out the level of constitutional efficiency and I thought, 
boy, that would give you lawyers lots of fun in court if we deter- 
mine that all over the United States. 

Mr. Combs. Well, I hope to speak to that point. 

Mr. GooDUNG. And this young lawyer will tell me what you said. 

Chairman Hawkins. You have accomplished a lot already, get- 
ting him to agree with seven words. 

[Laughter.] 

STATEMENTS OF HON. BERT T. COMBS. FORMER GOVERNOR, 
COMMONWEALTH OF KENTUCKY; MARILYN MORHEUSER, EX- 
ECUTIVE DIRECTOR, EDUCATION LAW CENTER, INC.; AND 
ALBERT H. KAUFFMAN. SENIOR LITIGATION ATTORNEY. MEXI- 
CAN AMERICAN LEGAL DEFENSE AND EDUCATIONAL FUND 
[MALDEF] 

Mr. Combs. Thank you, Mr. Chairman, members of the commit- 
tee. 

I want to thank you, Chris, for your very complimentary re- 
marks. It is a pleasure for me, not only to appear before this com- 
mittee, but to appear before a committee on which Chris Perkins 
sits. I was very close to his father. We started practicing law to- 
gether in eastern Kentucky a long time ago, and we remained 
close, both personally and politically, until his death. 

We have recently had litigation in the Supreme Court of Ken- 
tucky involving the question of what is necessary for a constitu- 
tional system of schools at the State level, particularly as to two 
points. One, equality between districts, or the degree of equality 
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that Is necessary, and number two, adequacy across the board 
throuKhout the whole system. , , ,. . • ^ 

As Chris mentioned, I was counsel for some schoo districts, par- 
ents and children, who filed this litigation and alleged that the 
school system in Kentucky was unconstitutional. The suit was 
based on this provision of the Kentucky Constitution, and al«) on 
the 14th Amendment to the Federal Constitution. Section 183 ot 
the Kentucky Constitution provides "The General Assembly shall 
bv appropriate legislation, provide for an efficient system ot 
common ^hools th^ughout the State." Many States at least sever- 
al States that I know of, have comparable language, the word being 
"efficient" usually. ^ , ^ , t. 

The word "efficient" is a word of art, as the courts have held, it 
means, in this context, as being adequate or sufficient for its pur- 
pose. Obviously, the purpose is to educate or give an opportunity 
for education to an average kid, in this country, to obtain an ade- 
quate educatfon, and for what it's worth, Mr. Chairman, the Su- 
preme Court of Kentucky has defined what an efficient system is, 
or what is necessary to constitute an efficient system within the 
meaning of the constitution. n,„f fu- 

So the two important allegations in the litigation were that the 
system in Kentucky lacks uniformity and equality as between dis- 
tricts, and that the whole system, or at least a majority of the 
system, is inadequate to constitute a system which provides an o^ 
portunity for an^average kid to receive the sort of education that is 
necessary for him to be a good citizen and compete in our society. 

The first question that the court asked was, is education a tunda- 
mental right. They held that it is a fundamental right under the 
Kentucky Constitution, which says that an efficient system shall be 
pro\ ded throughout the State. . , . , 

I would agree-and I might as well get that behind me now- 
that there is nothing in the Federal Constitution, as you know, 
about education. So as I see it. the way your committee mainly 
reaches this problem is under the 14th Amendment. There are 
other sections that come close, but it is certainly under the 14th 
Amendment, equal protection of the law. That does make it a l-ed- 

We tookToluminous proof, with innumerable exhibits and exten- 
sive briefs and oral arguments. The overall effect of the plaintitl s 
evidence was that Kentucky's system of common schools is under- 
funded and inadequate, and particularly that it is not uniform 
among the districts in educational opportunities. The showed 
there is a great variation between the school districts which results 
in unequal opportunities throughout the State. The local districts 
have large variances in taxable property, of course real estate and 
personal property in particular. Some of the rich districts have 
seven or eight times the property subject to taxation as do some o 
the poorer districts. And v/hen I say rich district, I ^ talking about 
comparatively within Kentucky. None of the districts are all that 
rich, but many of them are all that poor. . • . • 

Favette County, which is the heart of the bluegr ass, which is t,he 
best financed county school system in the State, has 33,400 per stu- 
dent per year to provide for education. McCreary County, which is 
probaVly the poorest county district, has only $1,800 per student 
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per year. The proof showed overwhelmingly— and I think I can say 
beyond dispute— that there is a direct correlation between money 
spent on education and the type of education that is offered. The 
record in the Kentucky case I think proves that beyond doubt. 

The circuit judge, meaning the parochial judge where the case 
was brought, handed down his decision in 1988. He held, number 
one, that education is a fundamental right under section 183 of the 
constitution of Kentucky; that Kentucky's system of public schools 
is inadequate and inequitable; and that the disparity between 
available funds in the property-poor districts and the more affluent 
districts is so great as to be discriminatory against children in the 
poor districts. He held that the General Assembly of the State has 
the sole responsibility to correct this situation. 

He also said the General Assembly should proceed to correct the 
situation, that it had a constitutional obligation to enact *'an effi- 
cient system" of public schools throughout the State and to proper- 
ly finance the system. He held in particular that the financing of 
the public school system as it relates to various school districts 
should be uniform until an "efficient" system is reached for all dis- 
tricts. Then he held— and I think this is important— that after the 
constitutional level of efficiency— and that word can be defined ^ y 
educational experts— after efficiency has been reached, then indi- 
vidual districts are permitted to and should be encouraged to strive 
for excellence and to exceed the constitutional requirement of effi- 
ciency, and should reach a level of excellence, if possible. The court 
did not reach the question of whether there was a violation in Ken- 
tucky of the equal protection laws of the 14th Amendment. But I 
think the clear implication is that if he had been required to go 
that far, he would have held that there is a violation of the 14th 
Amendment under the Kentucky system. 

The Governor of the State declined to appeal. He said he agreed 
with the decision. The Superintendent of Public Instruction, who is 
the constitutional officer as relates to education, declined to appeal. 
The President Pro Tempore of the Senate and the Speaker of the 
House appealed to the Supreme Court, as they should have done, 
incidentally, the question being important enough that it needed to 
go to the Supreme Court. 

The Supreme Court held, in June of 1989, that the lower court 
was correct in all essential parts and affirmed the judgment of the 
lower court, and in some respects the Supreme Court went even 
further than had the circuit judge. I want to read briefly from the 
language of the Supreme Court because I think it describes the sit- 
uation in a great many States, Mr. Chairman. 

"Lest there be any doubt, the result of our decision is that Ken- 
tucky's entire system of common schools is unconstitutional. This 
decision applies to the entiie sweep of the system, all It's parts and 
parcels. This decision applies to the statutes creating, implement- 
ing and financing the system and to all regulations, et cetera, per- 
taining thereto." 

Still quoting, "Children in 80 percent of local school districts are 
not as well educated as those in the other 20 percent." It is clear 
from the opinion that the court attributed the discrepancy to the 
differential in funding. 





77 

One other quote. **The total local and State effort in education in 
Kentucky's primary and secondary education is inadequate and is 
lacking in uniformity. It is discriminatory as to the children served 
in 80 percent of our local school districts. ' 

The court withheld the finality of its decision until 90 days after 
the adjournment of the 1990 session of the General Assembly. The 
General Assembly in Kentucky meets every two years. It's in ses- 
sion now. So the effective date of this decision would be mid-July, 
perhaps. 

Mr. Chairman, I think it is of some significance that there wasn't 
any grumbling by the General Assembly. There wasn't any grum- 
bling on the part of the Governor^ that the court had held they had 
violated their constitutional oath to j)erfect a constitutional system 
of schools. They didn't say what Andy Jackson said to John Mar- 
shall, if you recall. When Marshall rendered one of his decisions, 
Jackson said now that the decision has come down, let him enforce 
it. But the General Assembly and the Governor of Kentui^ky agreed 
that they were under obligation and that they desired to and would 
attempt to comply with the court's mandate and peifect a constitu- 
tional system of schools. 

They appointed a task force, composed mainly of the leadership 
of the legislature and some staff members of the Governor, and ac- 
cording to the news reports, the task force has been working dili- 
gently. I am almost to a conclusion, Mr. Chairman, and here's 
where we are during the week of January 15th. Governor Wilkin- 
son, the present Governor of Kentucky, summarized for the Gener- 
al Assembly the highlights of his budget for the next biennium and 
recommended an increase in funds for elementary and secondary 
education in the amount of $780 million. He also recommended a 
tax program for additional revenues from new sources and an in- 
crease of some existing taxes that he believes will generate suffi- 
cient funds. 

Now, it is difficult for me at this time, on the information avail- 
able, to express an opinion of whether the funds allocated for 
equalization are necessary. Ic is my opinion that the funds fall 
short, that the amount is not sufficient to equalize the system as it 
should be in Kentucky. But I think there's room for optimism. To 
their credit, the executive and legislative departments have accept- 
ed the Supreme Court decision in good grace. They are apparently, 
and I beiieve working in good faith, towards enacting a constitu- 
tional system of public schools in the State. 

I want to say in conclusion that I favor the proposal of this bill 
in principle, favor it very much. But there are two provisos that I 
want to leave for the consideration of this committee. One is this. I 
think there should be a provision in the Act to provide that any 
State like Kentucky— and as I say, there are many States, in my 
judgment, that have comparable language in their constitution— 
where the State constitutes an efficient system or something com- 
parable, there should be language to show that that means equality 
until the constitutional level of efficiency or whatever is necessary, 
constitutionally, to have an adeauate system. Beyond that, I hink 
individual districts ought to be able to voluntarily raise more funds 
and strive for excellence and perhaps to achieve excellence. Other- 
wise, we're going to have a tremendou'^ ntroversy, in my judg- 
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ment, in Kentucky, and I believe in other States, between these so- 
called rich dk'tricts that are willing to go beyond the constitutional 
requirement of an adequate or efficient system and have an excel- 
lent system. I doubt, constitutionally, you could prevent them from 
doing that if they wanted to. The Supreme Court has held that a 
man can spend his money as much as he wants to in an election. I 
believe they ought to be able to spend it on their children, and the 
Supreme Court would hold so. So I do think a proviso to that effect 
ought to be included in the bill. 

Two, I want to call your attention— and I understand that per- 
haps this is only a skeleton copy of the bill. But in looking on page 
2 here, it says '^Subject to section 103, no State may receive Federal 
funds from any pioeram administered by the Department of Edu- 
cation..." and so on. 

I have no problem with that, except the children ought not be 
victimized by reason of the State not doing what it should do. I see 
in the summary here— and I don*t know where the summary comes 
from; it's not in this skeleton bill— the summary says that the 
funds would not be stopped from coming into the State but they 
would be allocated directly to the district, thereby the children 
would be getting the benefit of the funds. 

With those two provisos, as far as I can see at this time, I favor 
the bill. I think it will accomplish a very salutary purpose. 

Let me say this, too, and maybe avoid a question. I don't think 
it's going to take five years. If they can't do it in two or three 
years, they can't do it at all. If you give them five years, they will 
wait until the third year to start. So in these States where the leg- 
islature only meets every two years— it should be more than two 
years, of course. That happens to be the situation in Kentucky. But 
I would say three years ought to be si'fficient, in my judgment. 

Thank you very much. 

[The prepared statement of Hon. Bert T. Combs follows:] 
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SXi^^lCMgWT BY HgRT T. C Qum«t BEFQUE THE SUBCQMMTTTtlT; QH ELEMENTARY. 
SECOHhJ^RV AND VOCATIQMAL EKJCA TTftM TH SUPPOBT OF THK "FAlP CHANCE 

ACTH Qw wicnuMnAv. j rxmiAKY 24. 1990, AiMti RQOH a;7.&x 

RAYBimi? H ntTgK oyyfCg BUILDING. 

SECTION X«3 or THE CONSTITUTION OF KENTUCKY PROVIDES THAT "THE 
GENERAL ASSEMBLY SHALL BY APPROPRIATE LEGISLATION, PROVIDE FOR AN 
ErriCIENT SYSTEM OF COMMON SCHOOLS THROUGHOUT THE STATE-** 

SIXTY-SIX OF KENTUCKY'S 177 PUBLIC SCHOOL DISTRICTS, TOGETHER 
WITH A NUMBER OF PARENTS AND INDIVIDUAL STUDENTS, FILED SUIT IN 
DECEMBER 198 5, IN FRANK LI H CIRCUIT COURT, FRANKFORT, KENTUCKY, 
AGAINST THE THEN GOVERNOR OF KENTUCKY AtlD THE THEN 8TAVE SUPERIN- 
TENDBilT OF THE PUBLIC SCHOOL SYSTEM AND THE LEADERSHIP OF THE 
KENTUCKY GENERAL ASSEMBLY AND STATE BOARD OF EDUCATION. 

PLAINTIFFS SOUGHT DECLARATORY JUDGMENT THAT KENTUCKY'S 
STATUTORY SYSTEM FOR FINANCING ELEMENTARY AND SECONDARY SCHOOLS WAS 
IN VIOLATION OF SECTIONS 1, 3, AND 183 OF THF KENTUCKY CONSTITU- 
TION, AND TI!5 14TH AMENDMENT OF THE CONSTITUTION OP THE UNITED 
STATES FOR AT LEAST TWO REASONS: (1) THE SYSTEM LACKS THE UNIFORMI- 
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TY KBQUIWKO BY SECTIOH 183 OF THE KBHTUCKV COMSTITUTION IH THAT 
THCK£ IS SUCH DISPARITY IN THE FUNDIHG BETWEEN RICH AND POOR 
DISTRICTS AS TO DEPRIVE A STUDENT IN A POOR DISTRICT OP THE RIGHT 
TO RECEIVE AN APgQUATB EDUCATION; AND <2) KENTUCKY'S SCHOOL SYSTEM 
IS SO INADEQUATE IN A MAJORITY OP THE STATE'S DISTRICTS THAT THE 
SYSTEM IS MOT **SI£XS2JB31V WITHIN THE MEANING OP SECTION 183 OP THE 
KtTfTUCKY CONSTITUTION, 

THE ISSUES PRESENTED IN PLAINTIFFS* CASE INCLUDED THE 
QUESTIONS: 

1. IS EDUCATION A FUNDAMENTAI. RIGHT UNDER THE KENTUCKY 
COKSTITOnOH? 

2. DOES KENTUCKY'S CURRENT METHOD OF FINANCING ITS PUBLIC 
SCHOOLS VIOLATE SECTION 183 OF THE KENTUCKY CONSTITUTION? 

3. ARB STUDENTS IN PROPERTY POOR DISTRICTS IN KENTUCKY 
DENIED EQUAL PROTECTION UNDER THE LAWS AS GUARANTEED BY SECTIONS 
1, 3, AND 183 OP THE KENTUCKY CONSTITUTION AND THE 14TH AMENDMENT 
OP THE UNITED STATES CONSTITUTION? 
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VOLUMINOUS PROOF WAS TAKEN IN THE CASE, NUMEROUS EXHIBITS WERE 
INTRODUCED, AND EXTENSIVE BRIEFS WERE FILED. 

THE OVERALL EFFECT OF THE PLAINTIFFS' EVIDENCE WAS THAT 
KENTUCKY *S SYSTEM OF COMMON SCHOOLS IS UNDERFUNDED AND INADEQUATE; 
THAT IT IS FRAUGHT WITH INEQUALITIES AND INEFFICIENCIES THROUGH- 
OUT THE 177 SCHOOL DISTRICTS? THAT IT IS NOT UNIFORM AMONG THE 
DISTRICTS IN EDUCATIONAL OPPORTUNITIES. 

THE PROOF SHOWED THAT THERE ARE WIDE VARIATIONS IN 
FINANCIAL RESOURCES BETWEEN THE SCHOOL DISTRICTS WHICH RSSULT IN 
UNBQUAL EDUCATIONAL OPPORTUNITIES THROUGHOUT THE STATE. THE LOCAL 
DISTRICTS HAVE I/RGE VARIANCES IN TAXABLE PROPERTY PER STUDENT. 
SOME THE OF RICH DISTRICTS HAVE SEVEN OR EIGHT TIMES THE PROPERTY 
SUBJECT TO TAXATION AS DO SOME OF THE POOA DISTRICTS. FAYETTE 
COUNTY, ONE OF THE MORE AFFLUENT COUNTY DISTRICTS, HAS $3,400 FOR 
EDUCATION PER STUDENT PER YEAR WHEREAS MCCREARY COUNTY HAS ONLY 
$I,BOO PLUS PER STUDENT PER YEAR. 
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STUDENTS IN PROPERTY POOR DISTRICTS RECEIVE INADEQUATE AND 
INFERIOR EDUCATIONAL OPPORTUNITrES AS COMPARED TO THOSE OFFERED TO 
THOSE STUDENTS IN THE MORE AFFLUENT DISTRICTS. 

IN MAY, THE JUDGE OF THE FRANKLIN CIRCUIT COURT ENTERED 

AN OPINION IN WHICH HE MELD THAT: (1) EDUCATION IS A FUNDAMENTAL 
RIGHT UNDER SECTION 183 OF THE KENTUCKY CONSTITUTION; (2) KEN- 
TUCKY'S SYSTEM OF PUBLIC SCHOOLS IS INADEQUATE AND INEQUITABLE, 
THEREFORE NOT EFFICIENT WITHIN THE MEANING OF THE KENTUCKY 
CONSTITUTION; (3) THE DISPARITY BETWEEN AVAILABLE FUNDS IN THE 
PROPERTY POOR DISTRICTS AND THE MORE AFFUJENT ONES IS SO GREAT AS 
TO BE DISCRIMINATORY AGAINST CHILDREN IN THE POOR DISTRICTS; (4) 
THE KENTUCKY OEHERAL ASSEMBLY HAS THE RESPONSIBILITY OF ESTABLISH- 
ING AND MAINTAINING A CONSTITUTIONAL SYSTEM OF PUBLIC SCHOOLS; (5) 
NO LOCAL, COUNTY SCHOOL DISTRICT IN KENTUCKY IS FUNDED TO THE 
NATIONAL AVERAGE; FUNDS CANNOT BE TAKEN FROM ONE DISTRICT AND GIVEN 
TO ANOTHER BECAUSE THIS WOULD ONLY BE A STEP TOWARD STATEWIDE 
mediocrity; (6) the general assembly HAS NOT ENACTED lAWS REQUIRING 
STATE RESPONSIBILITY AND ACCOUNTABILITY BV LOCAL DISTRICTS AND SUCH 
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LAWS SHOULD B2 ENACTED; (7) THE GENERAL ASSEMBLY HAS A CONSTITU- 
TIONAL OBLIGATION TO ENACT AN "EFFICIENT SYSTEM OF PUBLIC SCHOOLS 
THROUOHOOT THE STATE AND TO PROPERLY riNANCX THE SYSTEM"; (8) THE 
PRESENT SYSTEM OP PUBUC SCHOOLS IS NOT SUFFICIENTLY FINANCED TO 
ENSURE AN ADEQUATE AND EQUITABLE SYSTEM/ (9) THE COURT BELIEVES 
THAT NEW SOURCES OF REVENUE ARE NECESSARY, BUT TfiE COURT DECLINES 
TO DIRECT THE METHOD BY WHTCH A CONSTITUTIONAL SYSTEM OF PUBLIC 
SCHOOLS SHOULD BE FINANCED? (10) THE FINANCING OF THE PUBLIC SCHOOL 
SYSTEM AS IT RELATES TO THE VARIOUS SCHOOL DISTRICTS THROUGHOUT THE 
STATE SHOULD BE UNIFORM UNTIL AN "EFFICIENT" SYSTEM IS REACHED FOR 
ALL DISTRICTS; AFTER THE CONSTITUTIONAL LEVEL Of "EFFICIENCY" HAS 
BEEN REACHED, THEN INDIVIDUAL DISTRICTS CAN STRIVE TO EXCEED THE 
CONSTITUTIONAL REQUIREMENT OP EFFICIENCY AND CAN AND SHOULD REACH 
FOR EXCELLENCE; (11) THE COURT DID NOT REACH THE QUESTION WHETHER 
THERE WAS A VIOLATION OF THE EQUAL PROTECTION OF THE LAWS UNDER THE 
14TH AMENDMENT. 

THE CURRENT GOVERNOR OF THE STATE, WALLACE WILKINSON, WHO HAD 
BEEN ELECTED DURING THE PENDENCY OF THE UTIGATI0N» STATED THAT HE 
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AGRESD WITH THE DECISIOH OF THE CXRCUJT COURT AMD DECLINED TO 
APPEAL, THE CURKENT SUPERINTENDEMT OF PUBLIC INSTRUCTION, JOHN 
BROCK, WHO HAD ALSO BEEN ELECTED DURING THE PENDENCY OF THE 
LITIGATION, DID LIKEWISE. THE PRESIDENT PRO TEHPORE OF THE SENATE 
AND THE SPEAKER OF THE HOUSE OF REPRESENTATIVES APPEALED TO THE 
SUPREME COURT OF KENTUCKY. 

THE OPINION AND DECISION OF THE KENTUCKY SUPREME COURT WAS 
HANDED DOWN ON JUNE 8, 1989 (LATER MODIFIED ON NONESSENTIAL 
POINTS) . THE SUPREME COURT AFFIRMED THE ESSENTIAL PARTS OF THE 
DECISION or THE CIRCUIT COURT JUDGE (RAY CORNS), AND IN SOME 
RESPECTS WENT FURTHER THAN HAD JUDGE CORNS IN HOLDING THAT THE 
ENTIRE SYSTEM IS UNCONSTITUTIONAL. THE LANGUAGE OF THE COURT IS 
AS FOLLOWS t 

"LEST THERE BE ANY DOUBT, THE RESULT OF OUR DECISION IS 
THAI KENTUCKY »S ENTIRE SYSTEM OF COMMON SCHOOLS IS UNCONSTITU- 
TIONAL. THERE IS NO ALLEGATION THAT ONLY PART OF THE COMMON 
SCllOOL SYSTEM IS INVALID, AND HE FIND NO SUCH CIRCUMSTANCE. 

THIS DECISION APPLIES TO THE ENTIRE SWEEP OF THE SYSTEM - ALL 

6 
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ITS PARTS AND PARCELS. THIS DECISION APPLIES TO THE STATUTES 
CREATING, IMPLEMENTINO AND FINANCING THE fiXfiUSM AND TO ALL 
REGULATIONS, ETC., PERTAINTNO THERETO. THIS DECISION COVERS 
THE CREATION or LOCAL SCHOOL DISTRICTS, SCHOOL BOARDS, AND THE 
KENTUCKY DEPARTMENT OF EDUCATION TO THE MINIMUM FOUNDATION 
PROGRAM AND POWER EQUALIZATION PROGRAM. IT COVERS SCHOOL 
CONSTRUCTION AND MAINTENANCE, TEACHER CERTIFICATION - THE 
WHOLE GJWUT OF THE COMMON SCHOOL SYSTEM IN KENTUCKY. 

"WHILE INDIVIDUAL STATUTES ARE NOT HEREIN ADDRESSED 
SPECIFICALLY OR CONSIDERED AND DECLARED TO BE FACIALLY 
UNCONSTITUTIONAL, THE STATUTORY SYSTEM AS A WHOLE AND THE 
INTERRELATIONSHIP OF THE PARTS THEREIN ARE HEREBY DECLARED TO 
BE IN VIOLATION OF SECTION 163 OF THE KENTUCKY CONSTITUTION. 
JUST AS Tire BRICKS AND MORTAR USED IN THE CONSTRUCTION OF A 
SCHOOLHOUSE, WHILE CONTRIDUTXNl* iO THE BUILDING *S ?ACADS, DO 
NOT ENSURE THE OVERALL STRUCTURAL ADEQUACY OF THE SCHOOLHOUSE, 
PARTICULAR STATUTES DRAFTED BY THE LEGISLATURF- IN CRAFTING AND 
DESIGNING THE CURRENT SCHOOL SYSTEM ARE NOT UNCONSTITUTIONAL 
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IN AHD OF THEMSELVES. LIKE THE CRUMBLING SCHCX>LHOUSE WHIcH 
MUST BE REDESIGNED AHD REVITALIZED FOR MORE EFFICIENT USE, 
WITH SOME COMPONENT PARTS FOUND TO BE ADEQUATE, SOME FOUND TO 
BE LESS THAN ADEQUATE, STATUTES RELATING TO EDUCATION MAY BE 
REENACTED AS C0MP0KENT8 OP A CONSTITUTIONAL SYSTEM IF THEY 
COMBINE WITH OTHER COMPONENT STATUTES TO FORM AN EFFICIENT AHD 
THEREBY CONSTITUTIONAL SYS^^EM." 
THE COURT ALSO SAID: 

"CHILDREN IM 80% OF LOCAL SCHOOL DISTRICTS ARE NOT AS 
WELL EDUCATED AS THOSE IN THE OTHER 20%." 
(IT IS CI^EAR PROM THE OPINION THAT THE COURT ATTRIBUTED THE 
DISCREPANCY TO THE DIFTERENTIAL IN PUHDINO.) THE COURT ALSO SAID: 
"...THE TOTAL LOCAL A>»D STATE EFFORT IN EDUCATION IN 
XEMTOCKY'S PRIMARY AND SECONDARY EDUCATION IS INADEQUATE AND 

IS LriCKi:;c d; uniformity, it is discriminatory A5 to the 

CHILDREN SERVED IN 80% OF OUR LOCAL SCHOOL DISTRICTS." 
the court WITHHELD THE FINALITY OF ITS DECISION UNTIL 90 DAYS 
AFTER THE REGULAR 1990 SESSION OF THE KENTUCKY GENERAL ASSEMBLY. 
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(THE EFFECTIVE DATE WOULD FALL DURING MID-JULY, 1990. THF GENERAL 

ASSEMBLY MEETS FOR 60 LEGISLATIVE DAYS EVERY TWO YEARS, BUT THE 

LEGISLATIVE DAYS ARE WOT REQUIRED TO BE CONTINUOUS. THE GENERAL 

ASSEMBLY IS NOW IH SESSION.) 

FOLLOWING THE SUPREME COURT DECISION, WHICH IS REPORTED AT 

3« X.L.S. 6 (JUNE 8, 1989), THE GOVERNOR AND THE LEADERSHIP OP THE 

GENERAL ASSEMBLY APPOINTED A TASK FORCE FOR THE ANNOUNCED PURPOSE 

OF CREATING Ai^D FINANCING A CONSTITUTIONAL SYSTEM OF ELEMENTARY AND 

SECONDARY PUBLIC SCHOOLS IN KENTUCKY. THE TASK FORCE CONSISTS 

PRIMARILY OF THE LEGISLATIVE LEADERSHIP A:JD FIVE PERSONS - MOST 

STAFF PEOPLE - APPOINTED BY THE GOVERNOR. ACCORDING TO NEWS 

REPORTS, THE TASK FORCE HAS BEEN WORKING DILIGENTLY AT ITS TASK. 

DURING THE WEEK OF JANUARY 15. GOVERNOR WILKINSON SUMMARIZED 

FOR THE GENERAL ASSEMBLY TK3 HIGHLIGHTS OF NIS BUDGET FOR THE NEXT 

BIENNIUH AND RECOMMENDED AH INCREASE IN FUNDS FOR EUeMENTARY AND 

SECOMtDARY EDUCATIOK IN THE AMOUNT OF ^780 MILLION. HE ALSO 

RECOMMENDED A TAX PROGRAM - ADDITIONAL REVENUES FROM NEW SOl'RCES 

AND INCREASE OF SOME EXISTING TAXES - THAT HE BELIEVES WILL 

9 
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CEHERATE SUmCim FUNDS TO COVER THE $7»0 MILLION INCREASE IN 
rVNDS FOR BOUCATION. 

FROM THE INFORMATION PRESENTLY AVAXLABLE, IT IS DIFFICULT TO 
TELL HOW MUCH OF THE INCREASED FUNDS MILL CO TOWARD PROVIDING 
EQUALITY - OR AT LEAST SUBSTANTIAL EQUALITY - OF FUNDS BETWEEN THE 
RICH DISTRICTS AMD THE POOR ONES. IT IS MY PRESENT OPINION THAT 
NOT ENOUGH MONEY IS PROPOSED TO BE ALLOCATED TO EQUALIZATION 
BETWEEN THE DISTRICTS. IT IS CLEAR THAT THE SUPREME COURT DECISIOK 
DEMANDS UNIFORMITY IN THE SCHOOL SYSTEM THROUGHOUT THE STATE. 
THIS, OF COURSE, REQUIRES SUBSTANTIAL EQUALITY IN FUNDING UP TO THE 
CONSTITUTIONAL REQUIREMENT OF AN ♦•EFFICIENT*' SYSTEM. 

BUT THERE IS ROOM FOR OPl'IMISM. TO THEIR GREAT CREDIT, THE 
EXECUTIVE DEPARTMENT AND THE LEGISLATIVE DEPARTMENT HAVE ACCEPTED 
THE SUPREME COURT DECISION WITH GOOD GRACE. THEY HAVE PUBLICLY 
EXPRESSED THEIR DESIRE AND THEIR INTENTION TO RE-CREATE A SYSTEM 
OF ELEMENTARY AND SECONDARY SCHOOLS THAT NOT ONLY WILL COMPLY WITH 
THE KENTUCKY SUPREME COURT MANDATE BUT WILL MAKE IT POSSIBLE FOR 

10 
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THE CHILDREN OF THE STATE TO REALIZE THE POTEHTIAL WITH WHICH A 
GRACIOUS OOD HAS ENDOWED THEM. 

THERE IS ROOM TO HOPE - AMD TO PRAV - THAT THE SUN WILL SHINE 
BRIGHTER ON THE SCHOOL CHILDREN OF KSNTUCXY. 

I FAVOR THE PROPOSED ACT IN PRINCIPLE, WITH THIS PROVISO. THE 
ACT SHOULD PROVIDE THAT IN A STATE LIKE FENTUCKV WHERE THE STATE 
CONSTITUTION MANDATES AN "EFFICIENT"* SYSTEM OF SCHOOLS - AND THE 
CONSTITUTION OF SEVERAL STATES CONTAIN COMPARABLE LANGUAGE - 
EQUALITY IN FUNDING SHOULD BE REQUIRED UNTIL THE l^VEL OF CONSTITU- 
TIONAL EFFICIENCV IS REACHED. AFTER THAT HAS BEEN ACCOMPLISHED A 
LOCAL DISTRICT THAT DESIRES TO DO SO WILL BE PERMITTED TO VOLUN- 
TARILY RAISE MORE FUNDS IN ORDER THAT THE DISTRICTS* SCHOOLS WILL 
EXCEED THE CONSTITUTIO»^AL LEVEL OF EFFICIENCY. 

RESPECTFULLY SUBMITTED, 

BERT T. COMBS 
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Chairmen Hawkins. Thank you, Governor, for your very excel- 
lent statement. 

The next witness is Ms. Morheuser, Executive Director of the 
Education Law Center. 

Ms. Morheuser. Mr. Chairman and members of the committee, 
my name is Marilyn Morheuser. I direct a not-for-profit law office, 
providing free legal assistance to parents and children in matters 
of public school education in the States of New Jersey and Pennsyl- 
vania. 

Since 1973, when the Education Law Center was founded, we 
have been involved in the school finance struggle in New Jersey 
which antidated 1973. That struggle is now 20 years old. 

I have been, for the last nine years, lead counsel for plaintiffs in 
Abbott against Burke. On that lawsuit alone, the Law Center has 
spent over a million and a half dollars. As to the constitutional 
bases of the present litigation, Abbott against Burke, it is similar to 
the challenge which the Governor just described in Kentucky. It is 
based on the education clause of the New Jersey Constitution and 
on the equal protection guarantee of the New Jersey Constitution. 

In 1973, when the first decision in a school finance case issued 
from the New Jersey Supreme Court— and the name of that case is 
Robinson against Cahill — a thorough and efficient system of free 
public schools has been defined as assuring to every child in New 
Jersey equal educational opportunity. 

However, as this committee learned this week, if it had not been 
aware of this fact earlier. New Jersey is one of the five States in 
the Nation with the highest disparity ratio in spending. There are, 
as I set out in my written statement, extremes of poverty and 
wealth in income in New Jersey. I'here are also extremes of povc*r- 
ty and wealth in property. Over the last 13 years, disparities in per 
pupil property wealth have more than doubled in New Jersey, 
going from a ratio of 1 to 5 in 1976 to 1 to 11 in 1989. 

Because of New Jersey's reliance on property wealth—and it 
relies on property wealth for some 60 percent of all funding of edu- 
cation in New Jersey, excluding Federal funding— two patterns 
have arisen. First, there is a pattern across the State of funding 
levels tracking property wealth. In fact, it was established in the 
trial record of Abbott against Burke that if cities had not histori- 
cally funded at a much higher level than suburbs, the congruency 
between wealth and spending would be even greater than it is now. 

The second pattern is what Judge Steven Lefelt found in his 1388 
trial decision in Abbott against Burke, a decision for the children 
plaintiffs. That is, that what we see in New Jersey is an upside 
down picture of what should be. In districts where children have 
very serious educational needs, at a much higher level are those 
needs demonstrated than in affluent districts. In those high need 
districts we would expect to see the greatest funding. Instead, wc 
see miserably lower levels of funding. 

Attached to my written statement presented to the committee is 
a series of comparisons, ten comparisons, of districts, poor urban 
districts and affluent suburban districts. In these comparisons, 
urban districts are listed first in the pair down the page. You 
should know that for 1988-89, in every case, although property tax 
is not listed on this page, property tax for schools was higher in all 
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of the urban areas than in the suburban areas. But you see on this 
page, with little affirmative result, for sufficiency and nondisparity 

of funding. . ^ i *u * 

If we could take a look at just a few examples on this page that 
is headed "Spending Disparities'', first there's a comparison be- 
tween Camden and Cherry Hill, Camden the poore^^ city in the 
country. It's next door neighbor is Cherry Hill. Cherry Hill has 
nine times the wealth of Camden. It's tax rate is 77 percent that of 
Camden. But there is a disparate spending level of over $2,400 per 
pupil in the year 1989. 

Now, to bring that down to a classroom level, to make it very 
practical, what does that disparity mean? There are many cla^ 
in Camden that are large. For a classroom of 30 children, a differ- 
ence of $2,400 per child totals an additional, for one classroom, 
$72 000 With $72,000 additional m^^neys, Camden could do what it 
can't do now. It could have small classes, especially in the early 
grades; :t could have libraries and librarians; it could educate its 
children in high school in science labs that have some equipment. 
Right nov' most of them are in ordinary classrooms, devoid of 
equipment. It could afford to put in an advanced placement pro- 
gram for its very bright children, who have no such program. It 
could do mar»v things that it can't do now. As a consequence, its 
children suffer with an education level that is far inferior to that 
of Cherry Hill. ^ r^u » u . 

Just a few more examples. Trenton and Princeton, iheres about 
a five-minute driving distance between these two cities. Princeton 
is ten times as wealthy as Trenton. Its tax level is half that of 
Trenton's. Yet, between the two cities, there is over a $2,800 differ- 
ence per child in the 1989 year. 

Similarly, between Newark, my home city, and bummit, bummit 
has 11 times the wealth of Newark. Its tax rate is less than half 
that of Newark. There is a difference of over $1,900 per child avail- 
able for the education of children in Summit and in Newark, with 
Newark children among the poorest in the Nation getting the 
shortest end of the resources stick. 

Not only are there extremes of poverty and wealth and extremes 
of funding disparities in New Jersey, New Jersey als9 has extremes 
of racial segregation. New Jersey now ranks fourth in the segrega- 
tion of black children in its public schools. It ranks third in the seg- 
regation of Hispanic children. I believe it ties with New York in 
being the most segregated northern State in the segregation of mi- 
nority children. So that the children being deprived of very basic 
decent education are in the 29 poor districts in New Jersey. Eighty 
percent of those children are Hispanic or African-American. 

The most important message I have for this committee today ib 
that we in the States need your help. I said earlier that the strug- 
gle for very rough justice for children has gone on in New Jersey 
for over 20 years. State officials have succeeded— notwithstanding 
what was considered a winning decision in Robinson against 
Cahill— for 20 years State officials have succeeded in perpetuating 
disparities by ignoring and manipulating the law, by delaying any 
resolution in the new case that was brought nine years ago, even 
by arguing that to test equity in New Jersey one must add Federal 
funding to State funding, to test the equity of a State formula. 
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State officials in New Jersey and many other States who resist 
reform I believe are under the misguided perception that their con- 
stituents would not support increased State funding and a high 
level of funding for all children, to assure high quality education 
for all chUdren. National polls show differently. Rather than 
taking time to summarize this, I brought with me today 50 copies 
of an article that ran last year, in 1989, giving the results of two 
national polls, both of which show increasing numbers of citizens 
concerned about the level of education provided poor children and 
willing to be taxed higher to improve that education in vanous 
ways. , ^ . 

I thank the committee for the opportunity to appear before you. I 
think the time is more than ripe for the Federal Government to 
assure that disparities in educational funding stop. This ^evel of 
disparity is hurting all cf us and will hurt us even more in the 
future as the numbers of children attending public schools, the 
number of minority children attending public schools increases in 
many States. In New Jersey it will soon constitute one-third of all 
the children in our public schools. , . x 

I will be happy to answer any questions about the relief plaintiffs 
seek, as tliere were questions raised earlier about types of formulas 
in the question period. Thank you. 

[The prepared statement of Marilyn Morheuser follows:] 
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I endoree the Fair Chance Act as an appropriate and necessary exercise of 
congressional authonty lo end discnininaiion against poor children in the delivery ot 
public schcx)l education. For nine years, I have been lead counsel for plaintiffs in 
Abbott V Burke, a challenge to the constitutionality of New Jerse/s school financing 
statute brought by Education Uw Center m behalf of poor and minonty children in 
the State's 29 poor urban disincts. Those disincis have responsibility for educating 
some 280,000 children. 80% of whom are Afncan -Amen can or Hispanic 

The history of the rv.enty-year struggle to assure equal educauonal opponumty 
to all New Jersey children (a struggle which has not ended and which, to date, has 
failed to neld results) demonstrates the near futihtv of relying on litigation as a 
remedy for inequitable school financing For the past 20 years New Jersey officials 
have deliberately denied hundreds of thousands of poor and minonty children 'a tair 
chance for a good education. ' The New Jersey exprnence a.*5ues for the federal 
government to assume leadership in requinng what State elected and appointed 
officials have strenuously opposed. 

The New Jersey struggle began in 1970, when Robinson v Cahill . the State's 
first school financing iawsuii was filed Smce 1972. when the Robinson tnal court 
decision issued, there has been official recognition of senous funding aispanties and 
insufficiencies in the delivery of public education to New Jerse/s poor children In 
1973, the New Jersey Supreme Coun declared the prior statute unconstitutional and 
proclaimed the nght of all New Jersey children to equal educational opponumty ft 
took foar more decisions of the Coun to force the Legislature to enact a new statute 
The statute (P LI 975. c.212) was not funded until 1976-77. In 1976 ( Robinson V. 
69 N,J 449), all of the Supreme Coun justices raised senous questions about whether 
ihe new formula would meet the constitutional imperative. Ss£ Abbott v. Burke. 100 
N.J. 269, 287(1985). Nevenheless they found the statute facially constitutional 
because they believed that a newly enacted system of detailed State oversight would 
detect any funding problems. Funher, they expected the Legislature to deal with the 
widely recognized problem of municipal overbxirden in New Jerse/s very poor cities 
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The faith of the Court in the executive and legislative branches was misplaced. 
The Commissioner of Education failed to implement ke> sections of the new law, such 
as the requirement for an annual review of the sufficiency of district budgets. The 
Legislature did nothing to deal with the increasingly serious problem of urban poverty 
and the cities' inability to raise sufficient revenues to support education. Moreover, 
in 1979» legislation was enacted to reduce the equalizing factor of the formula which 
the Coun had approved. Then, year after year, the Governor and Ugislature 
underftinded the amended formula, prorating further reductions in equalization aid. In 
1977, 56.8% of State aid was directed toward equalizing expenditures between 
property-rich and property-poor school districts. By 1987, equalization funding had 
been reduced to 49.3% of State aid. 

The opposition of New Jersey officials to remedying disparate school funding 
grew even more adamant with the filing of /\hhntt v. Burke on February 5, 1981. 
The State has done everything possible to frustrate resolution of the case. Defendants 
Commissioner and State Board of Education, represented by the Attorney Ceneral, 
have delayed trials scheduled in 1983 and in 1986 by failing to meet discovery 
deadlines and by filing 11th hour motions. At the nine month trial evenmally held m 
1986-^7, the State refused to agree to a single fact introduced by plaintiffs, indudmg 
censi data. 

In the face of unrefuted facts detailing the inferior level of education afforded 
New Jerse/s poorest children, the Commissioner of Education's position is that equit>' 
is not required under the New Jersey Constitution; that money spent on education is 
totally unrelated to educational results, that, e.g., there is no research showing that a 
student who has only inferior science lab facilities in high school cannot succeed m 
college; that municipal overburden is a myth, and that cities could assure more money 
for education under the present formula by increasing their property tax rates (alreadv 
much higher than suburban school tax rates); that, if given more time. State 
monitoring, and, if necessar\'. State takeover of more urban districts will resolve their 
present failure to provide the minimum education which, in the Commissioners view, 
is all that the State Constitution requires. 

On September 25, 1989. the Attorney General argued these positions before the 
New Jersey Supreme Court as the State's defense to unrefuted facts found by Judge 
Steven Lefelt in his 1988 decision. These facts establish that in 1987 as in 1972, 
poor urban schools employ fewer and lower-paid teachers, have larger classes, offer 
fewer programs, provide narrower curriculum, and house students in older, 
overcrowded, ill-equipped, and less educationally appropriate facilities than wealthier 
school districts. In many cases, conditions have worsened since 1972. 



^ By 1982. according to the 3rookin.> Institute, four .N'ew Jersey cities (Camdcri, Newark. Paterson 
and Trenton) were among the 11 most distressed ernes m the nation. 
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In the Robinson trial decision, SLg^ Judge Theodore Botter found that only 
three of Patetson's 26 elementary schools had libraries or librarians. In 1988, Judge 
Lefdt found there were none. As of 1979, districts such as Newark, Patcrson and 
Camden had to drop elementary school librarians and teachers of an, music and 
physical education from their staff. By 1988, children in Patcrson, Jersey Gty, East 
Orange, Newaiic and many otlier urban districts were attending classes in storage 
ixx)nis, funiace rooms, coatrooms, auditorium balconies, and abandoned warehouses. 
In Asbury Park K-4 classes were on double session. In an Irvington school 1 1 classes 
were housed simultaneously in an auditorium. 

Average elementary school class size (including K-3 classes) in some poor 
districts had grown from 27 to 32 (with some classes numbering 39). In 1988 
overiarge classes in urban districts precluded mainstreaming handicapped children. 
Bilingual classes numbered as many as 37 children in four grade levels, speaking three 
different languages. 

In 1972, Camden science facilities were found to be deficient. By 1988 most 
Camden high school laboratory sciences were 'aught in regular classrooms, devoid of 
equipment. Similarly, there is no lab equipment for East Orange jurJor high students, 
and Paterson high school labs are without running water. While suburban districts, 
such as Moorestown or South Orange/Maplewood or Ridgefield, can provide a 
recommended ratio of one computer for every 12 children, assuring that all children 
have access to computers, poor districts like Newark, East Orange, and Camden can 
afford equipment to provide computer education to only 1% to 4% of their students. 
While suburban children are provided foreign language instruction as early as 
kinderganen, urban students are limited to a choice of two languages for two years 
beginning in the 9th or 10th grade. 

Judge Lefelt also found that disadvantaged children begin school two years 
behind their suburban peers and progressively lose more ground, that while suburban 
children rely on formal schooling for only 40-50% of their education, poor children 
have only the public schools on which to rely. Yet it is poor urban school districts, 
where childrens* needs are greatest, that had on average SI 500 per child less to spend 
in 1985.^ 

Such disparities and concomitant inadequacies in the education of children 



^ For the profile of disparate resources for regular educar.onal expenditures m individual urban 
and suburban school dismcis since 1976, see the attached list 
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whose only sin is to be bom into poverty lead to disastrous consequences. The 
Z^ui me in numy of New Jerse/s poor urban High schools is 50% or more 
Rec^t Department of Education data show that some 16.000 students drop out 
annually, most of the^a urban youngsters. Many who do manage to ^duate are 
funrtionily iUiterate. A question recenUy raised by Robert Wmte«. President and 
CEO of The Prudential is: '^ow long can we remain competinve when our ecpno^y « 
burdened by a huge under^ucated population?" Chairman Wmters also renunds that 
research shows a clear link between dropping out of school and crunmal behavior. In 
New Jersey, as elsewhere, the fastest growing item in the state budget is the cost of 
corrections. 

State officials' position in Abbott v. Burke is that socio-economic status is the 
Drimary determinant of educational achievement. Therefore, what is will alwaj^ be. 
^Tthh Committee knows, however, and as Judge Ufelt found in 1988, research 
demonstrates that when high quality programs a^rc provided poor children, the 
childien can and do succeed. New Jersey has failed to provide such programs as pre- 
school for disadvantaged three and four-year-olds (some 46,000 children m New 
Jersey are eUgible for and not provided such programs); guidance and counseling from 
kindergarten thrt)ugh 12th grade; reduced class size in elementary schools; and 
intensive individualized dropout prevention programs. New Jersey's neglect 
constitutes, in Judge Lefelfs words, ''a very significant failing that if corrected would 
markedly improve the academic achievement and later life successes of many urban 
students."* 

For at least 20 years, hundreds of thousands of urban cluldren's chance for 
later life success has been jeopardized by New Jersey officials' refusal to accord them 
their constitutional right. And this in a State which ranks second among the states m 
average income, but which ranks 38th in the percentage of State support for 
education. 

These conditions obtam notwithstanding two prolonged and costly law suits. 
Education Uw Center has spent more than $1.5 million on the AbbfiU litigation 
alone Vv'e now await a NJ Supreme Court decision. Should the Court find for the 
children, as Judge Lefelt did. the task of assuring implementation still awaits us. 

For the sake of poor children in New Jersey whose search for rough justice has 
eoiie on for twenty years and for the sake of poor children in many other statw, I 
urge approval of the Fair Chance Act. In states like Mississippi, litigation urged by 
the Governor and Legislators, frustrated in their attempts to equalize school funding. 



5 For a Ml and compleie view of the uru-nei educanonal needs of New Jene/s P««f "^^^JL 
chadren. I invite commmee memoers to read Judge Ufelfs Aug-uu 25. 1988 decision. GAL DKT No 
EDU 5581 -85, a copy of which I will be happy to provide 
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may be equally prolonged. As the Conunittee for Economic Development pointed out 
in 1987, this.countzy can no longer afford to neglea the education of its 
disadvantaged duldren. 
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Spending Disparities 

(Net Current E]q>cn$e Budget per Pupil)* 



QMnrHOl 



Uvinfttoo 



7S>76 

$1,266 
1,602 
336 

1^45 
l^SO 
306 



$2,492 
4.023 
1^ 

2,660 
4^09 
1>49 



$3,538 
5,961 
2,443 

4582 
6522 
1,940 



EtttOnofe 
Wen Orange 

fiir ■ iiif 



1,420 
1,606 
186 



2.775 
4^62 
1,487 



4,457 
6,505 
2.048 



Jewey City 
Puafflus 
diflcKDce 



1,396 
1,966 
570 



2,996 
4,686 
1,690 



4,566 
5,975 
2,409 



Paterson 
Mtdison 
diffcnncc 



1,056 
1,775 
719 



2.444 
4^90 
1,846 



4,422 
6,722 
2.300 



Trenton 
Princeton 
difference 



1,383 
2.117 
734 



3,083 
4,788 
1,705 



4»882 
7.725 
2.843 



Ne%vul( 
Summit 
dUTerence 



1,431 
1,685 
254 



3,216 
4,340 
1,124 



5,323 
7.275 
1,952 



Salem 

Moorestown 
diffaence 



1,558 
1.630 
72 



2,114 
4,039 
1,997 



3.196 
5,485 
2.289 



Passaic 
Wayne 
dlffcfeoce 



1,192 
l,i/6 
18^ 



2.620 
3.951 
1.331 



4.014 
6.127 
2.U3 



Bndgeton 
Haddonfeld 
diffERDce 

State Average 



1,110 
1,476 
366 

1,427 



2,582 
3,518 
936 

3,329 



3.465 
5.367 
1.902 

5,075 



* Includes local revenues and State e<iualization/minixnum aid: considers funding for normal 
educational costs, exluding special funding for special programs 
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Poll finds most citizens willing to pay higher taxes for better schools 
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Chairman Hawkws. Ms. Morheuser, thank you very much, 
liie document you referred to was what? 
Ms. MoRHEUSER. This is an article about national polls. ^ 
Chairman Hawkins. Do you have copies of that that you re going 
to leave with us? 
Ms. MoRHEUSER. Yes. 

Chairman Hawkins. Thank you. . 
The final witness is Mr. Kauffman, senior litigation attorney, 
Mexican American Legal Defense and Educational Fund. 

Mr. Kauffman. Thank you very much, Mr. Chairman, and mem- 
bers of the committee. , . 

My name is Al Kauffman. Tm an attorney with the Mexican 
American Legal Defense Fund in San Antonio, TX. We are a not- 
for-profit organization, representing Mexican-Americans in cml 
rights suits for 20 years. I was lucky enough to be the lead counsel 
in Edgewood v. Kirby, the recent State Supreme Court case in 
Texas which, in a nine to zero decision, a bipartisan decision— six 
Democrats and three Republicans— found the Texas school finance 
system unconstitutional under the Texas system. 

What I would like to do today is briefly summarize for you, with- 
out going over the pomts that have already been covered, first just 
how bad the situation is in poor districts in my State, and second, 
that it has been bad for a long time. The Federal regulations that 
you are looking at have really been of very little help in changing 
things in Texas. Second, I want to say that money does matter, and 
that is an important theory in the area of school finance, but in 
reality, everybody in the districts and everybody in the courts and 
everybody in this Congress knows that you're going to have more 
programs, more flexibility to provide a decent education for kids if 
you do have the money. . i ♦ i 

Third, I want to stress with you the importance in any legisla- 
tion you design of being sensitive to the different needs of students 
in different districts. Students carry with them a very different set 
of needs as they approach schools, and any system that you require 
has to be sensitive to that. Otherwise, you can maybe create more 
problems than you solve. j u 

I want to briefly describe to you what I think you can do, both 
under the existing legislation and possibly changes to that, and 
then possibly tven suggest some formulas for you. 

First, in school finance, there are literally hundreds to thousands 
of districts and States. In Texas, we have more than a thousand. As 
you look at the numbers, you have to be sensitive to the sort of 
issues that Congressman Smith was talking about. If you take just 
the vtry richest and the very poorest districts, you always get tre- 
mendous disparities. If that were the only problem, then, we would 
not be winning these cases in the State courts. In fact, if you look 
at the whole system, if you look at the hundred richest districts in 
Texas against the hundred poorest, you still f^nd tremendous dis- 
parities in terms of the programs that they can offer. If you look at 
the rich districts with needs against the poor districts with needs, 
the rich district with needs still has much more to spend on their 
children. Any way you cut it or paste it, the problem is terrible. 

For example, in Texas, if you take the hundred richest districts, 
they spend about $6,000 a year on their students, and they tax at 
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about 37 cents per hundred dollar property value. In the hundred 
poorest districte— and I represent most of those — they spend 
around $3,000 per student on average and tax at 74 cents per hun- 
di3d dollars. In other words, the hundred poorest districts— and 
now I'm not talking about a few kids; Tm talking about literally 
hundreds of thousands of children on each end of the spectrum. 
These spend $6,000 on them at a 37 cent tax rate in the rich dis- 
tricts, and these in the poor districts have $3,000 at twice the taxes. 

The combination is what hurts the children, and it's very impor- 
tant that, as you look at any legislation, you consider that combi- 
nation, because it's the only way to really fairly look at school fi- 
nance. 

I would like to use a very quick example because I think it helps. 
In terms of raising money, remember where these decisions impact 
on the children. When the school board is sitting around the table 
and thinking what can we do for our kids, the superintendent goes 
in to them and says we have a 50 percent dropout rate in our dis- 
trict, we have high teenage pregnancy, we have high illiteracy; I 
have a special program here tnat's going to cost $500 per student to 
implement. That creates a very different picture at your i;chool 
board, depending on whether you are a wealthy or a poor district. 

If you are an EdCouch-Elsa, one of the districts that I represent, 
to raise that $500 a student, you have to raise your taxes $2.50 on a 
hundred dollar property value, which is absolutely impossible. No 
district can do it. It's illegal in the State, and the school board 
members would be hung if they tried it. 

On the other end of the spectrum in Highland Park, that same 
program will cost them 5 cents of taxes. So when the Highland 
Park superintendent goes to his school board, he has some flexibil- 
ity. He can, in fact, respond to the needs of the children in his dis- 
trict. As I said, you must look at that when you consider anything. 

In terms of the way the system is structured in Texas, each dis- 
trict has a fiefdom. They completely control the taxable wealth in 
their district. This is probably built on an old theory that this is 
property that our people built and we deserve to reap the fruits of 
this property. That's not present-day Americt\. If you are in a large 
county, everybody in that county developed a shopping center; ev- 
erybody in that county breathes the lousy air from the plant; ev- 
erybody in the county built all of the infrastructure in the county. 
And yet, individual districts have the sole use of the property 
within their borders. 

For example, in a small rural county, I represent a district of 300 
kids. They spend about $3,000 per kid and have about $1.20 tax 
rate. Right next door to them is the Alcoa plant, which basically 
leaves a cloud over the entire county. But the people in that dis- 
trict get to share in that wealth. They spend twice as much on 
their kids for a lower tax rate. Although all of the people in the 
county work at the plant, all of them built it, all of them should 
share in its resources. 

The second thing I guess related to that is in terms of bringing it 
down to your real taxpayer. On an $80,000 home in Texas, people 
pay from $40 in taxes a year up to around $14- or $1500 of taxes a 
year on an $80,000 house. As you might guess, the people paying 
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the $1500 are all in the very poorest districts, which are making 
the greater effort. t i • 

The next general topic is whether money matters. I think Chair- 
man Hawkins well described it. Basically, if money didn't matter, I 
don't think you would find the rich districts fighting so hard to 
keep their money. We decided early on in our lawsuit-j-in fact, I 
offered a settlement on the floor of the courtroom— that if the rich 
district would just give us what they had and they could take what 
we have, we could settle the lawsuit. Obviously, the offer was not 
taken. 

You will find that those people who have that monw want to 
keep it. In fact, they keep spending more. Even those districts in 
our State that are spending, 20, 30, 40 percent more than the State 
average, keep spending more because they need it. Th^ need to 
compete for teachers, they need to have more teachers. They need 
to have better programs. They need to have better facilities. They 
need to have better computers. Thev need to have all the special 
programs to react to what their children need. 

Now, you can hear thousands of horror stories on districts all 
over the country, and we in Texas certainly have our share. I rep- 
resent a district in the Valley that, at one of their elementary 
schools, the latest World Book is 1965. As their State legislator 
said, they don't know yet that man has landed on the moon. I have 
another district where, to use computers, they don't have enough 
computers for the children. They only had one in each classroom. 
The rest of the students use little pieces of paper and type on the 
paper to learn how to type into a computer. 

In one of our districts, more than half of the students go to 
school in portable buildings. Those are basically trailers with an 
air conditioning unit and one or two windows. The acoustics arc 
terrible, the temperature control is terrible, the environment is ter- 
rible, and kids don't fesl like their in a school. You're really hurt- 
ing them long term. . 

The next thing I want to talk about is different costs. This pre- 
sents problems again because those districts that have the money 
and don't have kids that need more will often say that's iust school 
finance experts' theories. In fact, people who work in the schools, 
who will talk to you off the record, will all admit, if you have stu- 
dents who are two or three years below grade level in reading, it 
costs more to educate them, if you have students who are potential 
dropouts, it costs more to educate them. If you have students in 
special education, it costs more. And in bilingual education, it costs 
more. In very sparse districts, it costs more. So again, any formulas 
that you use must consider those various costs of educating stu- 
dents. . - 

In our State, you will find there is a tremendous concentration of 
poor people in poor districts. We are the State of San Antonio ISD 
V. Rodriquezy the U.S. Slupreme Ck)urt case, which found education 
is not a fundamental right. In that decision, there was a lot of dis- 
cussion—in fact. Justice Powell summarized an exhibit by some- 
body based on school finance in Syracuse, NY, and he said I look at 
this little survey of five districts in Syracuse and I say there s no 
relationship between wealth and poverty. Well, in our case we 
looked at the kids in every district in the State in terms of their 
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poverty, in terms of their ethnic breakdown, in terms of their lan- 
guage needs, in terms of all of their needs, and in every case we 
found that the poor districts have more kids who need more, not 
less. 

The last two topics are, first, a general overview of what I think 
you can do. The bill certainly structures it well and wg suoport the 
basic structure of it. First, I think you need to have much tighter 
and stronger standards that existed in the regulations back in the 
late Seventies. To be quite frank, they haven't done any good. 
Those regulations were passed in the late Seventies. We would not 
be here today if our systems were not terribly inadequate and in- 
equitable. They just haven't had much of an effect. So you've got to 
make them strong, youVe got to make them clear, and you've got 
to tell tlie Department of Elducation to do that. 

Secondly, I strongly urge you to put :he burden on the States to 
show that their system is adequate and equitable. I worked in the 
Office of Civil Rights in HEW for a year and Til tell you about the 
tremendous differences between the old title VI regulations, where 
HEW had the burden of showing that the public lx>dy discriminat- 
ed, versus the old ESA, the Elementary School Aid Act, where the 
district had the responsibility to show HEW that it didn't discrimi- 
nate. In one case w could say you don't get the money next week 
unless you have a new bilingual education program, and next week 
they had it. Magic does work when money is behind it. On the 
other hand, if we had to go out in each district and show that the 
lack of special ed programming had a negative impact on the chil- 
dren with that burden, and go through administrative procedures 
up to District court, you could never do it. 

I am a lawyer and we learn to delay. It's part of our profession. 
Any good lawyer for a district can slow HEW up forever. That's 
one reason I'm on this side of the docket instead of that side at this 
time. 

Secondly, the last point here, I guess, is in terms of specifics. I 
strongly urge you to look at the top and the bottom of the spec- 
trum. I can't get too technical here. I can do that with your techni- 
cal people later. But if you look at every district in the State, rank 
them in order of their wealth, put the wealthiest down at that end 
of the table and the poorest down at this end of the table, add up 
all those districto until you have five or ten percent of the kids in 
tlie State— this, in our State, is hundreds of thousands of kids. 
Even in small States, it's going to be a large number. Compare 
what they've got to what the kids at the poor end of the spectrum 
have, and make sure that that discrepancy is in a very vSmall 
range. I suggest you look at the top five percent and the bottom 
five percent, and the top 20 percent and the bottom 20 percent, and 
require a very strong range between those. 

Next, you must account for cost. Any formula you have must 
allow the State to implement a system of giving moneys to districts 
that need it the most. You have to consider that. But let me tell 
you, within that system in our State, it is still tremendously inequi- 
table. The State does try to give more money to districts that need 
more, but they haven't nearly overcome the difference in property 
values. 
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The Itot point here is, in terms of creating more «iuity. let me 
just suggest to you that in our State we spend about $12-13 billion 
a year on public education. Ai least two billion of that is probably 
inequitably spent. By that 1 mean should j» spent in the poor 
districts that need it rather than in the rich districts that dont. it 
vou could create a system which would change that, which would 
move some of those funds from the nch districts that don t need it 
as much to the poor districts that do need it, you could probably 
create more new funding than you will do in whatever efforts you 
havfe for additional funding. , . „ , x *i 

I don't want to criticize that. We need it. You need to greatly 
supplement it at the State level because, to be honest, you re never 
going to get through most State legislatures anything that s going 
to take any money away from anyone. So your money is needed to 
supplement the present program. But I don t think you should 
overlook the tremendous flexibility that you would have withm the 
States to free up money to go to the poor districts. It would prob- 
ably be quicker and probably a little bit easier than your raising 
the funds that are needed nationally. Although again, I want to 
stress with you, whatever funds you can come up with to supple- 
ment the systems around the country, are greatly needed. 

Wfc certainly don't have the same school finance system that i 
grew up in or that you grew up in. The kids out there are a lot 
different and they need a lot more than they used to. 

That's the end of my comments. I really appreciate the effort 
that you have shown in producing the legislation. I look forward to 
questions. I'm a lawyer and I like to deal with moving targets. I 
appreciate it. „ . „ , 

n?he prepared statement of Albert H. Kauffman follows:] 
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Mr. Chairman and members of the Committee, on behalf of the Mexican American i^gal 
Defense and Educational Fund (MALDBF), a non^)roflt legal advocacy organization dedicated 
to r-^otecting and promoting the dvil and constitutional rights of Hlspanics IMng In the United 
Slates. I appreciate this opportunity to share with you our Immense frustration with the blatant 
inequality of school finance systems In the country, and particularly in the state of Texas. My 
name is Albert Kauffman. I was the lead attorney in the recent unanimous sute Supreme Court 
case In Texas» edoewood v. Wrbv. 77 SW2nd 391 (Texas 1989). In a strongly worded 
bipartisan decision, the Supreme Court held that the system of funding public schools in Texas 
violates the Texas ConsUtution. Bnefly, I will describe some of the underlying factual issues 
in the school finance system that made the ^exas Supreme Court take the very unusual step 
of declaring the system unconstitutional wid enjoining Its use. 

THE REAL VICTIMS OF INEQUITABI^ FUNDING 
Before I begin, however. I want to direct your attention to the real victims of inadequate 
and inequitable school finance systems: children. Children who are forced to attend low wealth 
school districts are, in effect, being penalized because of the location of their birth. TTiese 
children are suffering tremendousty because lack of sufficient funds translates into lack of 
opportunity for good programs, gocd teachers, good facilities and a real future. All of us suffer 
when major p^-^s of our population are undereducated, and society at large is beginning to 
realize that inequitable and Inadequate school finance systems, even though they allow some 
privileged districts to reap an illegal hawest, nevertheless finally hurt us all. 
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TEXAS SCHOOL FINANCE 

School finance in Texas is paid for in tnree ways: by tne federal govornment (6%), local 
school districts (51%). and the state (43%), While the state distnbutes more monres to poor 
flistricts than to rich districts, local monies are very unevenly distributed because they are 
based solely on the tax bases of individual school districts. Consequently, in Texas, the wealth 
of a school district is dependent on taxabis property value within the district. The amount of 
property value available to be taxed when broken down by the number of students to be 
served provides a dear view of the wealth disparities of taxable property value between districts 
• disparities ranging from twenty thousand dollars ($20,000) of property value per student to 
fourteen million dollars ($14,000,000) of property value per student. This dibpanty in taxable 
property value among districts resuHs in a remari<ably unfair system of allocation of the state s 
resources to fjchool districts. 

There are over one thousand school districts in Texas. If you take the hundred richest 
school districts and compare them to the hundred poorest districts in Texas, the richest have 
tax rates of thirty-seven cents and expenditures of six thousand dollars ($6,000) a student, 
while the poorest districts have tax rates of seventy.four cents and expenditures of only three 
thousand dollars ($3,000) per student. In other v/ords, the richest districts pay half the taxes 
and spend twtee as much on their students. The problem is further exacerbated by the fact 
that In Texas poor and minority students are concentrated in ttie poorest school districts. 

For example, the EdCouch-Elsa district has a student population that is 99% l\/1exican 
American. Over 90% of these students live below the poverty level. This district has about 
twenty thousand dollars ($20,000) of property wealth for every student in the district. Highland 
Park ISO In Dallas, on the other hand, is an extremely wealthy district. Residents of this district 



lip 

-4. ^ 



109 



3 



Indude the present governor of Texas and presidents of several major national corporations 
Highland PKk ISO has about one million dollars ($1 ,000,000) worth of taxable property per 
student In the district. Thus, for every penny of t&x. Edcouch-Bsa can raise $2 of revenue per 
student whereas Highland Park can raise $100 of revenue per student. And so the inequity 
begins. The difference in the amount of money reised Is substantial. At a fifty cent tax rate, 
Highland Park can raise five thousand dollars ($5,000) per student while Edcouch-Elsa can 
raise only one hundred dollars ($100) per student. Even though the state gives significantly 
more money to Edcouch-Elsa (approximately $2,600 a student) than to Highland Park (only 
$300 a student), when state and local funds are combined Edcouch-Elsa stilt lags far behind 
Highland Park in per pupil expenditure. Thus, with state funds, Edcouch-Elsa has only two 
thousand seven hundred dollars ($2,700) per student to spend and Highland Park has about 
fivo thousand three hundred dollars ($5,300). TTie fact that both districts tax at the same rate 
becomes immaterial at the bottom line of school finance. Most importantly, the lack of 
adequate funds greatly limits the ability of Edcouch-Elsa to exercise "local control " Without 
funding for programs, teachers, and facilities, low wealth districts do not have the flexibility to 
provide the quality educution their students deserve, simpty because they have no means to 
raise the money that is needed. 



But what does adequate funding mean when it comes down to the direct effects on 
education? The following examples will provide a dear picture. Assume, for example, that 
a district In Dallas County, Texas is spending three thousand two hundred dollars ($3,200) per 
student and anoth'jr district in the same county Is spending four thousand eight hundred 
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dollars ($4,800) pe; student. Roughly, Kfour thousand students are served in each disUlct. this 
amount of per pupil experxHture translates Into a iHidget of approximately twenty million dollars 
($20,000,000) at the richer district an<J approximately thirteen minion dollars ($13,000,000) at 
the poorer district So what does the richer district get lor the extra seven million doUars? The 
richer district can afford to pay much higher teacher salaries and therefore attract and retain 
better teachers. The richer district can also ljulld and maintain the best possible facilities, and 
have a broad range of programs, especially such special programs as advanced English, 
advanced science courses, up-to^ate computer technology, smaller class sizes, better library 
facilities, richer extra-curriculsr and co-curricular activities, more mid-level administrators to 
maintain high curriculum standards, better discipline and better supeortsion of instruction and 
curriculum. Simply stated, students in the richer districts oet a better education. Indeed, 
although many rich districts argue that 'money doesnt make a difference," the Texas Supremo 
Court specifically found that districts with more money can and do provida better educational 
programs for their children. I might point out that those districts with substantial money say 
that "money doesnl make a difference*, but they fight to the death to defend their right to 
spend as much money as they want on their school children. Money doesn't make a 
difference? It's very clear that it does! 

PROVIDING MEANINGRJL EQUfTY 
A very Important issue In the school finance area, and one that is often ignored by state 
governments, state supreme courts and this Congress, is the different costs of educating 
children in different school districts. For example, children who are far below their grade level 
in reading, children who are limited English proficient, or children in special education or 
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vocations) tducatlon programs simply cost mora to educate than do other children. Some 
statts have dona a feirty good job at recognizing these "cost differences" as weit as the cost 
diffafancas In aducating children in very smaii or very large drstricts as well as in rural districts. 
So. whenavar you consider a state school finance system you must look both at the gross 
amounts of money spent per child as well as the special needs of the school children and 
school districts* 

CONCLUSION 

The Texas school finance system rs especially harmful to children in low-wealth districts 
because not only do these districts receive less money per student, they also have a greater 
need for dollars than do the wealthy districts. Thus, if you go back to the example I gave 
earlier, the wealthy district that spends twenty million dollars (^,000.000) on Its 4,000 students 
actually needs less money because the majority its students do not have the special needs 
experienced by children in low-wealth school districts Clearly, this exacerbates the differences 
in spending ana results in an even poorer education for chtldren within the low-wealth districts 

The question before this Committee, however, is how to guarantee equality of 
opportunity in the various states and to consider what effect these inequalities have upon the 
matter of choice of public school districts. As it stands, in Texas there is a great concentration 
of poor students in poor districts. These poor students will not have the same ability that rich 
students have to move from district to district, especially in a state as large as Texas. In fact, 
poor children are stuck in poor districts and the only way their education will be significantly 
improved is to improve the districts in which they reside. 



t strongty urge you to consider requiring states to have perfectly equalized and fair 
school firiance systems before they can receive federal funding. This would be accomplished 
1^ by looking at the expenditures per student for every student in the state and ensuring that 

p these expenditures are the same for every district Of course, the varving costs of educating 

W children in the various districts must aiso be taken into account 

|i 

% In the past, Department of HEW regulatk>ns were fairly vague and state school systems 

£' 

^, used this ambiguity to thair advantage by working around the regulations in order to meet the 

federal guidelines. I recommend tightening these guidelines to require that school finance 
^ systems spend the same amount of money on the children in the richest 5% of distncts as m 

; the poorest 5% of districts and in the richest 20% of distncti as in the poorest 20% of districts. 

t 

t as long as you account for the different costs of educating children in these districts. 
I I appreciate the opportunity to speak to you today. I'd be happy to answer questions 

both about the fine points of the Texas school finance system as well as the relationship 

K between these school finance issues and the real issues of quality education in America 

I Thank you. 
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APPENDIX 
BDOBWOOD V> KIRl^Y 
BACXaKOUMD OP YACTff, L»W AND LSOAL HISTORY 



In Edoewood v. Kirby the Texas Supreme Court has declared the 
Texas School Finance System unconstitutional under th^ Texas 
Constitution. The following is a summary of the relevant facts and 
history of this case. 

FACTS 

Texans spend a total of 11 billion dollars a year on financing 
ptiblic schools for 3 million students in 1060 school districts. 

Size ; The districts vary from 4 students to 200,000 
students. 

Wealth ; The districts vary from 20 thousand dollars of 
property wealth per child to 14 million dollars 
of property wealth per child. The 300 thousand 
students in the richest districts have 25^ of 
the state's property wealth to use to finance 
their education. The 300 thousand students in 
the poorest districts have 2\ of the state *s 
property wealth to use to finance their 
educations. 

Expenditures; 

Districts in Texas spend from $2,100 to 
$19,300 per student per year. 

Tax Rat e' s; 

Taxes in Texas districts vary from $.08 to a 
$1.5i>. 

Populations ; 

The low wealth districts have a high 
concentration of minority and low income 
students. They also have inferior facilities, 
programs, materials and program offerings. 
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pomblnatl gn of Factors; 

The 100 poorest districts in the State average 
$.74 tax rate and spend approximately $3,000 
pe*- student. The 100 richest districts in the 
State have a $.47 tax rate and spend 
approximately $7,200 a student. 

Syatea Weaknesses; 

Ths system suffers from the following basic 
weaKiiesses ; 

1. The foundation school program that is 
designed to supply an adequate educational 
offering does not cover the cost of an 
adequate educatiort and sends insufficient 
monies to poor districts. 

2. All costs "above" the foundation school 
programs are paid from local taxes with widely 
varying property tax basis e.g. Edcouch-Elsa 
can raise $2 per student for a penny tax rate 
and Highland Park raises $100 per student for 
a penny tax rate. These extra monies are 
essential to a quality education but are only 
available to wealthy districts. 

3. Children in low wealth districts, with 
the greatest educational needs suffer 
educationally because of the school finance 
system. 

T.EGM. HISTORY 

The parties to the lawsuit; 
Plaintiffs; 

Plaintiffs are 13 low wealth school districts and 25 families 
«sifin"in low weaUh school districts Plaintiffs include the 
Edgewood school district, and Decetrio Rodriguez, the ^subjects of 
the U. S. Supreme Court case involving school finance. 
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Plaintif f-Intervenors : 

Plaintif f-Intervenors include 55 school districts and 4 families. 
Defendants: 

Defendants are state of Texas, state Board of Education, 
Commissioner Kirby, Comptroller Bullock and Attorney General 
Matt ox. 



Def endant-Intervsnors : 

Defendant-Intervonors are three groups of wealthy districts for a 
total of 49 districts including Highland Park in Dallas, Iraan- 
Shef field, Eanes and many other oil-rich and suburban districts. 

Texas* school finance system was the subject of the U. S. 
Supreme court case San Antonio ISP v. Rodriguez which held that 
under the United states Constitution education is not a fundamental 
right, wealth is not a suspect category and the school finance 
system disparities are justified by local control. 

Edoewcod v. Kirbv was filed under the Texas Constitution in 
State Court. It was filed in 1984 and amended in 1985 to address 
the issues of the new school finance plan, and tried before 
District Court Judge Harley Clark in Austin between January and 
April 1987. In June 1987 Judge Clark found the Texas School 
Finance System unconstitutional under the Texas Constitution, 
since: 

a. The system denies equal protection to students and 
taxpayers in low wealth districts. Education is a fundamental 
right, wealth is a suspect category, and the school finance system 
is not justified and not substantially related or rationally 
related to a legitimate state interest. 

b. Tne system is not efficient and violates the Texas 
Constitutional requirement that the Legislature "establish and make 
suitable provision for this support and maintenance of an efficient 
system of public free schools.** 

c. The District Court ordered the State to have a 
constitutional school finance plan by September 1989 to be 
implemented beginning no later than September 1990. 

The state and wealthy districts appealed the case to the 
Austin Court of Appeals which held that the school finance system 
is constitutional because education is not a fundamental right, 
wealth is not a suspect category and the disparities in spending 
are justified by the public interest in local control. The court 




of Appeals also found that th« •ffici«ncy of the system is not a 
question subject to judicial review but is a legislative natter 
only* 

The low wealth districts and residents appealed the Court of 
Appeals ddcision to the Texas Supreme Court ^ich agreed to hear 
the case tmd did hear the case on July 5, 1989. The Texas Supreae 
Court held that the syste» violates the efficiency clause of the 
Texas Constitution. The legislature »ust design a new plan and 
iBpleaent it by May 1, 1990. 
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Dear Union Member: 

It 18 our pleasure to send you a coiwemorative edition 
of the Edgewood vs. Kirby Su.^reno Court decision and 
the "Struggle for Equity In Edueation*. This was 
prepared conpliments of Fran»; Herrera, Attorney at Law. 

We are also enclosing for your convenience, two (2) 
voter registration cards. If you need rore, please 
call Jane Hibler at the AKL-CIO office, 226-8447, 
and she will be glad to send them to you. 

1 would like to eall your attention to the faet that 
Jury seleetion is not based on voter registration 
any longer. This procedure has been changed and la 
now being drawn fro« your driver's lieanao number. 

Therefore, I hope you will register and exercise 
your right to vote in each and every election. 

Happy Holidaysl 

Fraternally 



'gilbert kissling / 
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Chairman Hawkins. Thank you very much. I regret that we 
cannot pay the three lawyers present for their legal advice this 
morning. If we did, it surely would be a tremendous sum because 
it's been very, very valuable to the committee. We are very fortu- 
nate to have the three of you. 

Governor Combs, in your testimony you did suggest a couple of 
things that we should address, the first of which was very well put. 
The second one, relating to the alternate use of funds— that is, the 
cut off of Federal funds for noncompliance — that is one of the fears 
that the Chair had. We have provided in section 104 that in those 
instances the funds would not be cut off but would be allocated di- 
rectly to local educational agencies in the districts that had been 
denied equity, so that the children would not be the ones penalized 
or suffer from it. I didn't know whether or not you were aware of 
that. 

Mr. Combs. No, I was not, Mr. Chairman. I think that's fine. 

Chairman Hawkins. But your advice was certainly well-advised 
and I believe we have attempted to meet that objection to it. 

I personally don't have any questions at this time, so let me turn 
to Mr. Perkins. I will share with you the pleasure that I've had in 
serving under two different Perkinses. It was a great privilege of 
mine. Dr Combs, you reflect that same common sense that both 
Perkinses have brought to this committee. 

Mr. Perkins. Thank you, Mr. Chairman. I didn't know you were 
serving under me yet, but we'll try to work that out. 

[Laughter.] 

Let me be parochial for a minute here and just reflect that 
during Governor Combs' testimony he indicated that the Gover- 
nor's proposed $780 million increase in Kentucky was probably not 
sufficient to actually achieve what he thought the Kentucky deci- 
sion mandated. Realizing that it's a difficult thing to estimate— you 
have spent a number of years now. Governor, working on this par- 
ticular issue— what kind of feel in terms of dollars do you think it 
is going to take to, in fact, equalize the school system in Kentucky? 

Mr. Combs. Of course, I think we need to remember at the outset 
that the school districts who have been starved for money through 
the years cannot spend as much as might be necessary later on at 
the outset. I think it would be a mistake to give the districts too 
much money immediately, because then we mighL be counterpro- 
ductive. 

Just basically, Chris, my information is to equalize the system up 
to five percent of the top districts, which I think would be a reason- 
able goal. 

Mr. Perkins. So you're saying a five percent variable would be 
your goal? 

Mr. Combs. No. I'm talking about equalizing all districts up to 
what the top five percent now have. 
Mr. Perkins. In constant dollars? 
Mr. Combs. Yes, in terms of dollars. About $500 million. 
Mr. Perkins. Additionally? 
Mr. Combs. Additionally, for the biennium. 
Mr. Perkins. For this biennium? 

Mr. Combs. The present — the upcoming bienn'uni, starting July 

1. 
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Mr. Perkins. Okay. I thank you very much for that. I know it's a 
very difficult thing to estimate, and as you said, there are reasons 
for optimism for what we're seeing proposed in Kentucky. 

I was very intrigued by the entire panel's discussion of the dis- 
parities and the 11 to 1 ratio in New Jersey. It was an excellent 
presentation given to us by the geatleman from T<5xas. 

I wonder, in terms of— and I'm not trying to be so legalistic here 
as I am trying to talk more about the overall thrust of what the 
final product is going to be. I was referring to that really a little bit 
when I was talking to Governor Combs here a minute ago. 

How great is the disparity that we should settle for in the end? I 
know you mentioned you would like to talk about that. How much 
actual difference should we have between the rich school districts 
and the poor districts when it all settles in? What should we be sat- 
isfied with? 

Ms. MoRHEUSER. In New Jersey, because of the history of failure 
following a successful lawsuit, we have asked the Supreme Court 
for very specific directives to the legislature as to what a statute 
that means constitutional standards must contain. One thing we 
have asked, in answer to your question, is that no more than five 
percent of all the moneys spent in the State be spent outside 
equalization, and no more than five percent of all the children in 
the State be outside coverage of straight equalization. 

There have been some statements today about the level that the 
constitution requires. It is our petition, based on past statements of 
the New Jersey Supreme Court, that the constitution in New 
Jersey requires high quality education for everyone. So there isn't 
a cut-off point. 

As to the funding of that education, we have asked that the State 
begin by determining its cost. We have urged the court to point to 
specific, very wealthy districts that are also high achieving districts 
as examples of the cost. Indeed, in the trial of Abbott against 
Burke, the administrators from those districts were some of our 
best witnesses. They said this is what you need to deliver quality 
education; this is why we get the results we do. Our district would 
fail at the level of funding lhat those poor districts have. 

Specifically, we have asked for what is similar to what the Fair 
Chance Act asks for, and that is no more than a five percent 
leeway in terms of children or dollars. We have not asked for any- 
thing in terms of taxpayer equity because the whole yield for effort 
has been the downfall of New Jersey funding to date, where the 
highest effort has been made now has the lowest yield. So we have 
asked the court to prohibit the use of a guaranteed tax based for- 
mula in the State and, rather, go to a formula that assures equal 
funding for equal needs across the State. 

Does that answer your question? 

Mr. Perkins, Yes, in a way. 

Governor Combs indicated we have a disparity in Kentucky of 
$3,400 in Fayette County to $1,800 in McCreanr C/Ounty. You're 
saying that ultimately the bottom line is there shouldn't be a five 
percent difference there? 

Ms. MoRHEUSER. No more than five percent— We're asking no 
more than five percent of all the moneys spent in the State should 
be spent outside straight equalization. 
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Mr. Perkins. I understood that. 

Ms. MoRiiEUSER. Equal funding for equal needs. 

Mr Perkins. I understood that. But let me put it in a different 
context. You're talking about the money to spend, how its spent. 
I'm talking about the final product that you arrive at. In terms ot 
that final product— Again, m Kentucky, the figures are $d,400— 
Are you saying that in the final analysis we should not be testing 
what is being spent on the pupil but, rather, we should utilize how 
the money is spent, or is there- — ,wi r- i 

Ms. MoRHEUSER. No, Fm talking about what you call the tinal 
product, the resources available. 

Mr. Perkins. Okay, fine 

Ms. MoRHEUSER. Absolutely. I think they can do a lot- — 
Mr. Perkins. So the final product is what you would advocate/ 
Ms MoRHEUSER. Right. I think the State can do a lot with its re- 
search to recommend efficiencies, some of which have been men- 
tioned today. We have in New Jersey, for instance, many districts 
of 45 children, six grades, 45 children. Well, certainly there are 
economies of size that can be effected through consolidation of such 
districts. 

Mr Perkins. Quickly— and I know I'm running over my time 
here. I have one other question, and I thought this was asuperb 
point that the gentleman from Texas brought out here. The dis- 
parities in need for educating different types of students, that was 
a key point that I thought I listened to here today. I wonld ask the 
gentleman if he has any ideas as to how we build that in as a 
mechanism to achieve that fairness in the disparities in back- 
ground and how we would approach it. , , * i_i 

Mr. Kauffman. To a great extent, I think you would probably 
have to rely on the States to do that, rather than doing that at the 
Federal level, although I must say I haven't spent much of my lite 
beine a States rights person. But I think you would have to, ano 
here s my recommendation. 

Each State basically has some formulas for giving extra money 
to children in various categories. Special education children get 
iyomz more money; vocational ed children get some more money; 
limiteo English proficient, you name it, child en behind level in 
reading. In each case, the school finance experts around can p^ t all 
of that into one formula and come up with what they call a w^*ghtr 
ed student, which basically means that if, on average, a district 
needs or averages out about $3,000 a student, some districts are 
going to need $4,000 a student to provide just as good an education 
as $3,000 in another district, based on all of these formulas. In each 
State that can be done. You can come up with a summary figure 
on overall average in the State. 

First of all, those students cost $2,000, the overall given our stu- 
dents, the average is $3-4,000. Then look at each district m the 

Perkins. And then have the Federal Government in effect 
look at the State's figures and ^ y "Hey, those are fair, those are 
not fair." But the differences are so great that really it has to be 

done on a v j u 

Mr. Kauffman. I think that is true. It would have to be done by 
the State. But within the State system we feel there should be per- 
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feet equality. Once a State has figured out in it's own way the vari- 
ous weights to be give;: to the various formulas, then each district 
should have exactly the same opportunity to provide an education 
for its 8t.udents based on its needs. We personally in our lawsuit at 
this time are allowing no leverage at all, no range at all. We're 
sayiug every district should have exactly the same opportunity to 
raise exactly the same funds at exactly the same tax rate. 

Mr. Perkins. My time is up. If there are no further comments, I 
would return my time. I apologize because Tm going to have to 
leave. I have another appointment. I have very much eiyoyed the 
presentation you have given us today. Thank you very much. 

Chairman Havouns. Mr. Smith. 

Mr. Smffh. Thank you, Mr. Chairman. I, too, would like to thank 
the three of you for your testimony. 

Having spent the balemce of my time with the first panel defend- 
ing the honor of the great State of Vermont in what I consider to 
be terrible data, (See Appendix 1) I want to thank you for your sub- 
stantive input on the table. In my mind, there are ^ -ally three 
things that are going to make a difference in the quality of Ameri- 
can education for every child. One is more money from the Federal 
level. The States and locals have put quite a bit in general on the 
table and this is one of the reasons I have supported and will con- 
tinue to support shifting money from defense activities into not 
only broadly determined human services and people activities, but 
specific€dly into education. 

The other way I happen to think has something to do v/ith find- 
ing out enlightened ways to give teachers and people in schools 
more authority with accountability for what happens in their 
schools with students. 

Third— and this is where my question comes— is the issue of fi- 
namcial equity or a level playing field among school districts. It is 
simply an essential thing that we have got to do. 

At home, we have worked with — I am not a school finance 
person. Fm a school person but not a school finance person, nor am 
I an attorney, so you will have to forgive me — or congratulate me, 
whichever. We talk in terms of foundation funding. It is still giving 
us enormous trouble. This is a very slippery "beast" that people of 
good will are trying to wrestle with. 

Two questions. One — and I was really thinking of Mr. Kauffman 
in the first case and all three of you in the second question. Do you 
see an opportunity to stipulate or to suggest that the State stipu- 
late, on a State by State basis, what costs shall be included and 
what costs shall not be included when you're talking about educa- 
tion funding? The easiest example in a northern State, or a State 
that covers quite a bit of geography, would be the cost of heating 
oil or, as in our State, some of the hugest differentials are in trans- 
portation. I mean, an enormous differentiation. So can you see, as 
we encourage each State to adapt its own methodology for how to 
determine what a foundation or the amount that every child 
should have access to that you would stipulate that certain costs 
must be included and others cither may not be or should be consid- 
ered in a secondary category because of the idiosyncracies— I mean, 
honest to God idiosyncracies— in that State. Question number one. 
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Two, I am confused on whether there is disagreement or not, or 
whether I misunderstood, the issue of whether you would do what I 
would call— which is compel the top. By that I mean having identi- 
fied that $4,500 or $5,000 a year as the amount of money that 
should be equalized to, that if a district then on top of that, regard- 
less of the aid they get, wants to tax itself at a higher level to add 
to it, is that an appropriate thing on a community by community 
basis or inappropriate from your point of view. It's simply a confu- 
sion. So those are the two questions. 

Mr. Smith. Til try those. 

First, I think the State should not be able to state that a certain 
level is what is needed for children in our State, because the 
reason is that's such a very political decision that it will always 
depend on what funding is available in the State. One of the big- 
gest problems we have in this area is that what the State considers 
adequate is not based on any sort of objective adequacy. Clearly, 
it's based on what the State can afford. So we would not agree with 
that. 

What I was talking about in terms of the weight is a separate 
question. I am saying I would respect the individual State's deter- 
minations on the comparative cost in districts. In other words, if 
they say that district A costs basically 1.5 times as much as district 
B, because it has more rural areas with expensive busing, more 
special ed kids, I v^iU believe that and I think you would almost 
have to accept thnt determination. I don't see how you're going to 
write any regulations that will enforce anything more. 

What I would not agree with is that if a State says wt feel that 
$3,000 per student is adequate for children in general in our State, 
we apply our 1.5 ratio, we find that this very high cost district with 
lots of special kids only needs $4,500, I would not agree with that. 
So there is an impoilant difference. I would agree that the ratios 
are not with their levels. 

Secondly, on your second question on compelling the top, that 
again is one of the mfyor problems in this area, that once you allow 
the State to say that $4,000 a student is what we're aiming at, 
that's what we think is sufficient, hut rich districts can go above 
that if they want, then you distort the system. 

Mr. Kauffman. That s right. 

Mr. Smith. Because above that $4,000 is where you run into the 
problem I told you about earlier, where if you need that $500 for 
the special dropout program, the rich districts can afford it and the 
poor districts can't. Wherever you set that level, after two or three 
years, we set the level at first, you give more money to poor dis- 
tricts, everybody is happy, and two or three years all of your costs 
are going up every year, two or three or four percent, depending, 
after three or four years the poor districts can't make it any more 
and the rich districts have the flexibility to go up. The State simply 
does not react every year to what is needed. 

If you think you can give it to an objective committee of school 
finance experts, well, I'll leave that one to you. I don't think so, in 
my experience. If you let me pick the experts, I'll pick the num- 
bers. 

Ms. MoRHEUSER. First of all as to transportation, again averting 
to the remedy we're seeking in New Jersey, we have urged that 
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transportation costs, because they do vary so widely, because of 
unique conditions in districts, not be included in the equalization 
level or testing of equalization. 

Secondly, as to local leeway, leveling out has been our aim in 
New Jersey. However, we are urging that no leeway be permitted 
at the local level, for a very simply political fact of life. That is, one 
reason situations such as those in New Jersey have developed is be- 
cause we have in many States affluent, suburban dominated legis- 
latures. As long as their districts may spend what they wish, the 
amount of money appropriated for education doesn't have to really 
meet children's needs, if the local districts can just do what they 
want. That's permitting them to act as if education is a private pre- 
serve and not a public good. 

The testimony in Abbott indicated that in a foundation plan, if 
the foundation is high, then the tendency from year to year is for 
all those interested in education statewide to push together rather 
than against each other, to push together for a high level of fund- 
ing. Also, somewhat different from what Mr. Kauffman described 
was the description in New Jersey on the record of Abbott against 
Burke of the foundation plan, and that part and parcel to it is the 
annual setting of a cost for education that must be met by the 
State. 

Mr. Smith. It's harsh medicine from the home of the town meet- 
ing, but 1 understand what you're saying and I have to admit that 
our experience with the foundation fo**mula, as opposed to an 
equalization formula, just those two examples, we have found the 
foundation formula very quickly is very expensive and impossible 
to enforce. So we are immediately in Vermont, one, spending an 
enormous amount of more money, which from my point of view is 
exactly what we ought to be doing, and two, it is b^ing distributed 
far more like a bell. 

Ms. MORHEUSER. Mr. Smith, yv,^ may want to look at what has 
happe:ie(i in Florida. A few years ago, Florida really moved toward 
a high foundation plan with cost-of-living adjustments, for instance, 
for various areas, and it seems to be working well. 

Mr. Smith. Thank you. I thank you all. 

Mr. Combs. Mr. Smith, I just want to make the point here that I 
believe I'm in some disagreement on this business of whether a dis- 
trict, be it rich or just half-rich, cannot exceed the constitutional 
level. I think there are districts that are not necessarily rich but 
just happen to be education-conscious that would want to go 
beyond what the constitution requires and provide more excellence 
for their children. This is one man's opinion, but I think you prob- 
ably could not prevent them from doing that under the constitu- 
tion. 

I certainly don't want to get into any argument about the Texas 
constitution, but it uses the word "efficient," I believe, the same as 
Kentucky. So we both would have the same constitutional problem, 
I think. 

Mr. Sawyer. [Presiding.] I have only one final question. You can 
pass on it if you care to. 

Mr. Kauffman talked about the need to look closely at the top 
and bottom of each State's spectrum and to maintain a minimal 
amount of acceptable disparity among districts. Then you suggest- 
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ed, as I thought I heard you say, that Congress should put the 
burden on the States to demonstrate that measure of equity. 

What kinds of consequences did you have in mind in the event 
the States could not? 

Mr. Kaufpman. I think what Congressman Hawkins was men- 
tioning was that cutting off all Federal funding to the States prob- 
ably would hurt the poor districts more than anyone, or certainly 
would hurt children all over. So I would support some system that 
said that imtil the State system was corrected, the Federal funds 
could only be used to those districts that needed it for equity pur- 
poses. That would be the only limitation I would put on it. 

To some extent, of course. Federal funds are supplanted in the 
local districts, so they get Federal funds and save a little local 
money. , 

Mr. Sawyer. You wind up exacerbating the very problem you re 
trying to remedy. 

Mr. Kaupfman. Yes. 

Ms. MoRHEUSER. That's right. 

Mr. Kauffman. So I would not support cutting off all the Feder- 
al funds, but I would say a remedy would be more like the moneys 
could only be used in those districts of very low property wealth or 
very low ability to raise money under the State system. 

Ms. MoRHEUSER. I would agree with that. v , v . 

Mr. Combs. I would agree, except I think the effort that s being 
made would be a big factor. I believe we're in agreement on that. 

Mr. Sawyer. Thank you all very much. I wish I could have been 
here for the entire panel, but it was man'elous. 

If there is no further business, we stand adjourned. 

[Whereupon, at 12:25 p.m., the subcommittee was adjourned.] 

[Additional material submitted for the record follows.] 
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Thia memorandum was prtparad in raaponta to jour raquact for 
information on tba ranga of axpandituiaa par pupil for puUic altmantaiy and 
aacondaiy education among local educational agtndaa (LEAa) in the Stafaa. 
Thia information waa derived from data compiled by the Canaua Bureau'e 
•urv^ of LEA manuee and eipendituria for acboo! year 1966-07.* Whil' thie 
annual aurvay generally colIacU and reporta date only for LEAa with 
enrollmantof 6,000 or more pupil% tba 196M7aurvty included ill LEAi. We 
prepared the following table» which UaU the LEA with the lowaat and higihect 
expen^ture par pupil enrolled, by State and by ^ype of LEA-^.g., elementary, 
secondary, or unified. LEAa are compared only to thoie of eimilar type 
becauie )oata are ginerally hi^r for aeoondary than elementaty education. 
Onl^ expendituree for current operations are included, not capital expendituree 
for school construction, etc. 

Tb avoid using marginal cases where expenditures per pupil arc very 
high largely becauae tba L£A*a enrollment is quite small, we axdudad unified 
LEAs with total enrollment of fewer than 600 pupila, and elementary or 
eecondary LEAa with fewer than 260 pupils. Selection of these particular 
m^n^TO^w enrolment levels is ultimate^ arbitrary. Uae of lower Uiresholds 
would fsneral^ raault in wider variation in expenditures per pupil within 
States, while uae of higher thresholds would lead to leaa variation. We have 
included ob^ LEA typea for States where there are two or more LEAs of the 
indicated type that are of the minimum enrollment aixa.' 



■We obtained theae data throuf^ th< assistance of Larry MacDonald ar^d 
Tim Antisdel of the Census Bureau. 

*The two a&^eptiona to thia are the District of Columbia and Hawaii, that 
have single *state*-wide school finance systems. 
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tb» qi^attty or yitty of • do o at kuMa i ma m cm wrmSkMm to pqp4k. 
FoHlMr, Omm to Mdi Mwlo 0fv«r tiM rolBlloti^^ 

Mijor UmiUtioM to the txptnditura daU Uftod in tablt 1 wt diicm ttd 
britAy b«low. 

• Tht pupU count uM<i in tbMt ctkulatioos it total fall tnroUmant; 
mai^ StaU acbool Ananoa ayttaiBa ara baaad on otbar tarpw of pupU 
eounta, audi daily attandanea. Diffaranoaa in aipenditurta 

par anroUad pupil might be tubatantiaUy raduead, or avan aliminatad, 
if avtraft daily attandanea wara uaad aa tba pupil eount inataad. 

« Tbtaa ealculationa do not account for difTartneaa among LEAa in 
pupil naadt, which in many caaaa ara racognisad by cataforical SUU 
and Fadaral aid programa that provida additional fUnda to LEAa with 
high proportion of aptcial naada pupiU. For axampla, aipandituraa 
par pupil mi^t ba ratativtly high in an LEA bacauaa it hai high 
numbara of handicapped, timitad Engtitb^proficiant, or poor ehildran. 
Thara mi|^t alto ba additional coatt aaaociatad with population 
apartity or dtntity, for which thatt ealculationa alto do not account. 

Thara ara tignificant diftarcncai; among LEAt in a State in tha coctt 
of providing educational aervieea. In particular, aalanea for taachert 
and other ttaft vary widely among LEAa in many SUtaa. While 
aalary variationt mig^t partially reflect difterencet in teacher 
"quality,* they are alto influenced by tuch factort aa overall labor 
BUppty and demand conditiona in each area, or the extant and 
afTectiveneea of teacher uniona. 

• There are certain problemt with the daU included in tha Cenaut 
Bureau turv^. For example, State fovemment expendituret for 
taaebar retirement that are not paaaad through LEAa are excluded. 
There may be tignificant, unretolved differencet m accounting for 
arpenditurea by difterent SUtat and LEAt; e.g., diftarencea in 
accounting for expendituret at 'current* veraut 'capital * or at 
'elementary and aecondary education' rertut *adutt education* 
expendituree. There may alto be tignificant diftereneea in State and 
local accounting periodt. 

• Some LEAt may aerve apecial purpoaet with eapecially hij^ or low 
coate. For example, tome of the aecondary LEAt liatad in table 1 
provide only vocational and technical education. We have excluded 
certain LEAa that aerve only Indian retarvationt. Other LEAa may 
provide tpeeific typet of education of which we are unaware. 
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SlAifiouit dunftt miQr hart oeeumd in tht ditptrity of 
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btlow ^000, fbr which daU it not uwaUy pubUAad hy the Cmua 
Bureau. 

• FinaUy. maiv Statee* echool finance eyetemi are imed toward 
•qualisinc the amount of fUnd Oiat can be raiaed for a giirt n tax 
rate, not equalisinf the ultimr expenditure lerel. In euch Statee» 
differm^cee in expendituree per jHipU may primariiy reflect the 
prefereneee of votare, not difTerenf^ in ability to pay. 

Table 1 may be found on the following pa|ee. for each 8UU, the I£A 
with the loweet and hii^ expendituree per enrolled pupil are lifted, by type 
of LEA in Sutae irtiere there are two or arcre LEAa of each type meeting the 
minimum aise threebolde we applied. Some SUtee have LEAa of a type not 
listed here bacauie fewer than two euch LEAa in the SUU met the aize 
criterion. In SUtee with elementary or eecondary, aa well aa unified, LEAe, 
there may be eubetantial differencee ir ^ ehare of all pupila who are 
enrolled in each type of LEA. Only one LEA U liflted for the Diatrict of 
Columbia and Hawaii becauae theee have unitary Khool finance •y^mi. 
Numbere following the namee of certain lEAi are LEA numbere aaeigned by 
the SUte (e.g.» Naco diitrict number 23 in Arizona). 
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CRS.7 



It miif^ b» iMtfUdivt to titmiiM tb» nnfM tn differiDctt in 
«qMr4ltira ytr pupU ttiM in tiibU 1, kM|^ 

of Ma that wm HKomd on ycfis 1-1 W« hm eakiUatod a 

<diM«llar f^' M tht Mkki of tho tq^ioditm ^ pitpU ft^ 

por Stiilo Midi ^ of LEA \klUd tbon, dhridtd liy tbo «qModitur« por pupU 

ibr thi lowMt LEA. "Zliit ntio wiU ahrtQrt bo «|ual to 1.00 or abovr, tbo 

bidior tho nrt^ tho ffwktr it tho diipirHy In t^ooditiiM 

LEAo in tiM State, oiiiagiv«itb«<ktali«itottas^ our on^ 'woTLBAo 

bdow WVS60 onroUmtnt. Tbo nunbir of SttWUSA tj, witb 

di^oritj in toloctod ruifM tro liotod in tsUo 8, briow. 



TABLE 2. NumborofSUtWLEAlVpoCoMt with 
Ebqponditurt Ditpority Rotioo in Soloetod lUngM 



Diopority ratio ranfe 


Numbtr of Stata/LEA type cam 


1.00 


2 


1.0M.49 


11 


1.60*1.99 


19 


2.00-2.49 


22 


2.60-2i»9 


11 


3.00^ 


9 


4.00^.99 


8 


6.00 and abovt 


6 



Thua, batad on thm limitad data, tbora would appaar to bava bMn 
•ubatantial disparity in axpenditurat per pupil in moat Sutae in 7966-S7. In 
mora than ona-half ofthe Suta/LEA type caMe lietad in table 1. the diaparity 
ratio it 2.00 or hi|^. In approximataty ona-third of the caMt, the diqMrity 
ratio ia S.00 or aboYO. Sutae with the ioiacat di$parity ra/ioe. below 1.49. 
inelude: Hawaii, the Dietrict of Columhlv Connecticut (aecondaiy LEAe). 
Delaware (unified). Indiana (elementaiy/. Maine (eecocdaiy). Mieaouri 
(elementaiyX New Hampehire (eecondafy), New York (aacondary). Orefon 
(teeoodaiyX Rhode lalaiid (unified). Waehington (elementary), and ^^foming 
(alementafj). SUtea with the higher dUpariiy raHo$, 5.00 or above, include: 
nUnoie (riamentaiy)» Montana (eecondaiy). New Jere^ (elementary). Texaa 
(unified), and Vermont (elementary and aeeondary). 

We hope that you find this information to be of aMittance. 



*I.e., the elementary LEAi in niinoit are one Sute/LEA type eaae. the 
unified LSAi in lUinoie are a second caae. etc. There are a total of 88 such 
caaea in taUe 1. 
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Congressional Research Service 
The Library of Congress 



Jamuvy 26» 1990 



TO : HouM8ubeommittMonEltiMntaiy,SMOtidaxy,«ndVocftti^ 

Education 

Attantion: JackJenntnsi 

FROM : Wajna Riddla 

Spadaliat in Education Finanea 
Education and Public Walfart Divition 

SUBJECT : CooMMiita on tha Burasn of toe Cenana D*ta Uaed in 
oor EurUar MaoKMruidiiai to You 



Thia mamorandum was preparad in accordanca with your raquaat of 
Januasy 24 for our commtnta on Buraau of the Canaua data uaed in our 
nMmorandum to you datad January 17» 1990 (copy attachad). 

Our January mamorandum providad, aa raquaatad by you, information on 
tha ranga of Local Educational Afancy CLEA) aiq>tndituraa par anroUad pupil 
within aach Stata. Thaaa data wara takan firom tha SDtl currant lourca of 
aueh daU for all LEAi in tha nation, tha US. Canaua Buraau'a Cenaut of 
Qorammanta aurviy of StaU and local aducationalaganeiaa for 1986-87. The 
198M7 aurvay» unlika aariiar Canaua aunrays of ICA financaai compilad daU 
.for«allLEAa in tha nation.* Tba lurvty waa eompUtad in Dacambar 1989» and 
wa obtainad a isp» copy of tha daU from tha Canaua Buraau. Tba Canaua 
•urvay indudaa total fall anrollmant, total ravanuaa, total currant and capital 
acpandituraa*» plua aoma datailad information on aourcaa of revenue and 
obrjecta of axpenditurea.' Tbeae daU were Reported to the Bureau of the 
Cenaua State education agenciea. 



'Ordinarily, thia annual Caneua lurvey comptlea and reporta data only for 
the SUtea aa a ^ole plui LEAs with enrollment of 6,000 or more pupiU. 

"Current expenditurea are tboae for current operationa; capital 
expenditurea are for facilitiea conttruction and other capital gooda, plus related 
debt paymenta. 

'For example, expenditures for instruction versus support services. 
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In rtqMOM to your rtquMt* Um CtoMia date fi]« to calcuUto 

total curraoi «KptoditurM par tnroUad thM for all akmantary and aaeoodaiy 
USAs. Tb aroid margiiial caaaa of USAa wHh unuauaUjr hi^ or low 
tpaodituraa doa prfanar^jr ^ wy anaU aiat, wa aichidad all unifUd (eonbinad 
ataoaotaiy and ateoodaiy) LEAf with anroUaMOt below 500 pupUa, and 
aaparaia al mi a nt a iy or aaao c d ai y LEAa wiUi aiiroUmaQt bakm 280 pupik. 
Wa alao aanhidad Dooopw atfa f LEAK^, apadal purpoaa LEAa^i and LEAa that 
eouMbaSdantifiadaaamiDgoo^NathniAmarieanpupUa.* Othar than thaaa 
aichiaioaa, wa ainq^j raportad tba <kssm Bitraau data aa proridad to ua, 
modiQrinf tha data oo^ if oakulatinf tc^al currant aspandituraa par anroUad 
pupUf and aortinfthaUAa within aw^Stata on thabaaif of thUcalc^ 
Wa thttt praparad our mwnoranduai, inchidinf a tabia ahowing tha LEAa with 
tha highaat and lowaat aq>anditurM par pupil within aach Suta and LEA 

Thara appaar to ba eoncama about two aapaeta of tha data wa providad 
to yw, Firat, tha raliability of tha da$>^ for at laMt one LEA in Varment- 
Huntington-baa baan quaationad SecooH, oooearna hava baan raiaad about 
tha appropriataniaa of providing iuformatiott on LEA diffartnoaa in 
azpanctituraa witiiin a Stata without thaaa flguraa for diflWranoaa in 

LEA eoata, dua to aueh factora aa diftbrant anroUmant rataa for high oott 
pupUa {9^^ tha bandio^^ or diaadvantagad) or dilTarent tranaporUUon 
coata raaulttng flrom population apanity or danaity. 

Data Accurmcy and RMabUUy 

Aa wa notad abova, our data ware ukan dira ctW from tha Uil. Cantii 
BUCBIU. If any of tha daU are inaccurate, either they were inaccurately 
reported to the Cenaua Bureau by thn Sutea, or were incorrectly compiled by 
the Bureau. Wa bave» in the paat, been ^le to aaeume a hi|^ degree of 



*[n eome Statea, certain LEAa exiat aa legal unite, but do not actually 
operate any ichoola. They mayi for example, raiae local tax revenuea but um 
theee ftinda to contract with another LEA to provide education aervicee to 
children living within the nonoperating LEA. 

*In aome Statee, there are epedal purpoee LEAa that provide only 
apecified eervicea--e.g., aervicee fo: handicapped children, or vocational 
education programa**to children living within one or more "baaic' LEAs. 

*LEAa that we cou!d identify aa aerving only Native American pupila were 
excluded becauae of the high degree of Federal reaponaibility for financing 
education for auch pupila, making their TiEAa noncomparable with other LEAa 
in the SUte. 

^.e., the expenditurea per pupil ^^re ranked aeparately for each State, 
and for each LEA type (elementary, eecondary, unified) for Statee with 
multiple LEA typee. 
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tzciiney in ih% Ontiu BurMu*t mumy, Wt ebtcktd our calculations 
multipla timM both befora aod altar providing the mtmorandum to you. We 
alao contactad Cenaua Buraau ataff afiin, to mak* aur^ that they bad no 
coDoeroa about tbt accuraqr of thair data.* GiYtn the largs number of LEAs 
in thif fUe, we could not independently vtrify data from tbem. 

In addition, the data for the Vermont I<£A in queetion were confiatent 
with daU for other Vermont elementaiy LEAa in the Cennia Hle-the 
expenditure per pupil for Huntington waa only eUi^tly beiow that for several 
other Vermont elementary LBAe, ai shown in the attached table for all 
Vermont LEAa. While the expenditure per pupU figure for Huntington was 
relative^ low it was not aubstantiaUy lower than for many 

elementary LEAs in other SUtaa. Thua, there was no prima fade evidence 
that Huntington might be an aberrant caae implying inaccurate date. 

The Congressional Reaearch Service relies upon Census Bureau date for 
a wide variety of purposes, about which we have received no complaint in the 
past We note that in our January 17, 1990 memorandum to you, among the 
limitetions to use of the date we provided to you we included the following: 

• Stetes may have made errors in collecting and reporting date to the 
Census Bureau, eapecially with respect to the LEAs with enrollment 
below 5,000, for which date is not usually published by the Census 
Bureau. 

There are certain problems with the date included in the Census 
Bureau survey. For example, Stete government expenditures for 
teacher retirement that are not passed throu|^ LEAs are excluded. 
There may be significant, unresolved difTerences in accounting for 
expenditures by different Stetea and LEAs; e.g., differences in 
accounting for expenditures as "current" versus "capital," or as 
"elementary and secondary education" versus "adult education* 
expenditures. There may also be significant differences in Stete and 
local accounting periods. 

These caveats remain highly relevant to any evaluation of the Census 
Bureau LEA date. 



•Mr. Larry Macdonald, Director of tlie Census Bureau*s LEA survey, noted 
only that the Bureau bad an unusual amount of difficulty in securing 
cooperation from Vermont*e Stete educiition agency in conducting this survey, 
but believed the data finally obtained to be accurate and consistent with that 
provided by other Stetes. 
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Bipadiiii tlM Moood eooemt th«t our calo^^ 
dilftwpt pupa populatiooi Mid ottMrco>tfk^ 

BunMt LSA ftaMoet date fik indudtt oo^ total fl^ 
dttaUtd iafbnMtta on UA pupUti tudi m mid oooiMMitioQ, bandktppUic 
eooditkiM, taUsr inMM» ttc Tlim it cumnt^ no fik ofmidi data at the 
LEA Wval and in H "** ^ all LEAa. Nor ia eonaiattnt or comprehtMire 
infonaatioa arailabla on other coat Cactort, auch aa living eoata, wafa levala, 
or ^araitgr, for USAa. 

Tba \mA of auch eoat (actor infomuition for L£Ai ii cauae for conoaro. 
Howavar, in our Januaiy 17, 1990, mamorandum to you w« amphaaisad the 
data*a natura and limitatkma: 

• Tbaaa eakulatioiM do not account for differenoaa among LEAa in 
pupU naada, wbidi in masgr caaea ara racoruied by cataforical State 
and Federal aid progranM that prorkk additional fUttda to I£Aa with 
highproportioniorapadalnaadapupUa. For example, eKpeoditurae 
par pupil mii^t be ralati^ hii^h in an LEA becauae it haa high 
nundiara of handicapped, limited EngUab-profident, or poor children. 
There mi^t alao be additional coata aaaodatad with population 
aparaity or denaity, for which theee cakulationa alao do not account. 

• There axa aignificant difTertneee among LEAa in a State in the coats 
of providing adttcatiofialaerTioea. In particular, aalariea for taachera 
and other atafT vaiy widely among LEAa in ma^y Statea. While 
ialaiy variatlona mij^t partially reflect differtncea in teadier 
*quali^, thqr are alao influenced fay auch factora aa overall labor 
auppty and demand oonditiona in each area, or the extent and 
elTectiveneee of teacher uniona. 

Finally, maiqr Statee* adMol flnance lyatema are aimed toward 
•qualixing the amount of Ainde that can be raiaed for a given tax 
rate, not equalixhig the uhimato expenditure level. In tuch Statee, 
differencee in espenditurea per pupil may primarily reflect the 
preforencee of votera, not difTerencea in ability to pay. 

We h^ that thia memorandum meets the Subcommittee's needs. Please 
inform us if we can be of fU/ther asaistanee. 
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STATe COUNTY 

46 CNITTEHOEN COUNTY 
CHlTTeNOEN COUNTY 
FRANKLIN COUNTY 
CNlTTeNOEN COUNTY 
WASHINGTON COUNTY 
ORLEANS COUNTY 
FRAWLIN COUNTY 
CNITTENOCN COUNTY 
LAMOILLE COUNTY 
RUTLAND COUNTY 
ORLEANS COUNTY 
MlM>HAa COUNTY 
ORANGE COUh / 
ORANGE COUNtY 
KNNINGTON COUNTY 
RUTLAND COUNTY 
ORLEANS COUNTY 
MASHINGTON COUNTY 
ORLEANS COUNTY 
AOOISON COUNTY 
e£NNlNGTON COUNTY 
ORANGE COUNTY 
WASHINGTON COUNTY 
AOOISON COUNTY 
WIM>S0R COUNTY 
WASHINGTON COUNTY 
ESSEX COUNTY 
AOOISON COUNTY 
RUTLAND COUNTY 
WIM>S0R COUNTY 
RUTLAND COUNTY 
AOOISON COUNTY 
FRANKLIN COUNTY 
RURANO COUNTY 
BENNINGTON (.OUNTY 
WINOHAII COUNTY 
W1M>S0R COUNTY 
W1M>S0R COUNTY 
BEmlNGTON COUNTY 
ORLEANS COUNTY 
GAANO ISLE COUNTY 
ADO I SDN COUNTY 
CHITTENDEN COUNTY 
WIM)S0R COUNTY 
FRANKLIN COUNTY 



1966-97 TOTAL CURRENT EXPEM>ITURES PER ENROLLED PUPU 
FOR SELECTED LOCAL EDUCATIONAL AGENCIES (LEaS) LEAS 
ARE EXCLUDED IF THEIR ENROLLMENT IS 8EL0W SOO PUPILS 
FOR UNIFIED LEAS. OR 2S0 PUPILS FOR ELEMENTARY OR SECONDARY 
LEAS ALL DATA ARE FROM THE U.S. CENSUS BUREAU. SEE 
ATTACHED TABLE FOR EXPLANATION Of STATE COOES. SCHLEVEL* 
LEA TYPE (1*ELEMENTARY. 3*SEC0ND«RY. 3*UNIFIED) EXPEM)* 
TOTAL CURRENT EXPENDITURES rNROCL'TOTAL FALL ENROLLIiNT 
PERCHILD* TOTAL CURRENT EXPENDITURES P^R CHILD ENROLLED 
TASLh PREPARED BY THE CONGRESSIONAL RESEARCH SERVICE 



LEANAME 



HUNTINGTON SCH DIST 
RICHMOND TOWN SCH DiST 



SCHLEVEL 



SWANTON TOWN SfiH DiST 
UM)€RHILL INC SCH DIST 
CALAIS TOWN SCH DIST 
DERBY TOWN SCH DIST 
HIGHGATE TOWN SCH DIST 
UM>ERHtLL TOWN SCH DIST 
JOHNSON TOWN SCH DIST 
BRA»O0N TOWN SCH DIST 
NEWPORT CITY SCKS 
WESTMINSTER TOWN 
UNION SCHOOL DIST 36 
NEWBURY TOWN SCH DIST 
POWNAL TOWN SCH DIST 
WALLINGFORO TOWN 
NEWPORT TOWN SCH DIST 
WATEKBURy TOWN SCH 01 ST 
TROV TOWN SCH DIST 
WCmJOH TOWN SCH DIST 
SHAFTSBURY TOWN SCH DtST 
BRADFORD INC SCH DIST 
MIDDLESEX TOWN SCH DIST 
FERRISBURG TOWN SCH DIST 
NORWICH 10WN SCH DIST 
EAST MONTPELIER TOWN 
BRIGHTON TOWN SCH DIST 
TTARKSOORO TOWN SCH DIST 
PITTSFORD TOWN SCH DIST 
HARTLAND TOWN SCH DIST 
CLARENDON TOWN SCH DIST 
NEW HAVEN TOWN SCH DiST 
GEORGIA TOWN SCH DIST 
FAIR XAVEN TOWN SCH DIST 
NORTH BENNINGTON SCH DIST 
GUILFORD TOWN SCH DIST 
WOODSTOCK TOWN SCH DIST 
WEATHERSFIELD TOWN SCH DIST 
BENNINGTON iNC SCH DIST 
BARTON INCORP SCH DIST 
SOUTH HERO TOWN SCH DIST 
VERGENNCS INC SCH DIST 
WESTFORD town SCH DIST 
LUDLOW TOWN SCH DIST 
FAIRFIELD TOWN SCH DIST 
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STATC COUNTY 

46 IfASHINGTON COUNTY 
WINDHAM COUMTY 
GftAM) ISLE COUNTY 
WINOHAII COU»<TY 
WINDHAII COUNTY 
mJTLAM) COUNTY 
CHITTENOCN COUNTY 
CHITTENOCN COUNTY 
CHITTCNMN COUNTY 
AOOISON COUNTY 
AOOISON COUNTY 
WIMMUli COUNTY 
CALEDONIA COUNTY 
LAK)IUe COUNTY 
FKAWLIN COUNTY 
RUT LAM) COUNTY 
WINDHAM COUNTY 
FRAWLIN COUNTY 
CHITTtfOCN COUNTY 
RUTLAND COUNTY 
CALEDONIA COUNTY 
«IM>SOIt COUNTY 
WirOHAH COUNTY 
WASHINGTON COUNTY 
aLEDONU COUNTY 
«IM>SOR COUNTY 
GRAND ISLE COUNTY 
OENNINGTON COUNTY 
CHITTENDEN COUNTY 
FtUM(LlN COUNTY 
CALEDONIA COUNTY 
Se^MINGTON COUNT>r 
FRANKLIN COUNTY 
CHITTENDEN COUNTY 
RUTLAM) COUNTY 

FRA»«LIN COUNTY 
MM4INGT0N COUNTY 
RUTLAND COUNTY 
RUTLAM) COUNTY 
ORLEANS COUNTY 
ORLEANS COUNTY 
LAMOILLE COUNTY 
AOOISON COUNTY 
AOOISON COUNTY 



I9M-S7 TOTAL CURRtNT EX^tWlTURCS PC« ENROLLfiD PUPIL 
FOR SELECTtO LOCAL EDUCATIONAL AGENCIES (LtAS) LEAS 
ARE CXaUOCD IF THEIR ENROLUKNT IS BELCW SOO PJPILS 
FOR UNIFIED lSs. OR 2S0 PURRS FOR ELEMENTARY OR SECONDARY 
LEAS. ALL DATA ARC FROM THE U,S CENSUS BUREAU SEE 
ATTACHED lAtLE FOR EXPLANATION OF STATE COOCS SOtEVtL* 
Lei TYPE (LELEKNTARY. 2.SEC0«ARY. ^-y^'f Jf "Pg*! 
TOTAL CURRENT EXPENDITURES ENROLL -TOTAL FALL ENROLLMtNT 
PCRCHILO-TOTAL CURRENT EXPENDITURES PE« CHILD |NROLLEO 
TABLE PRCPAReO tV THE CONGRESSIONAL RESEARCH SERVICE. 
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LEANAME 

BARRE TOWN SCH DIST 

OUMERStON TONN SCH DIST 

ALBURG TOHN SCH DIST 

ROCKINGHAM rOHN SCH DIST 

BRATTLEBORO TOWN 

RUTLAM) TOHN SCH DIST 

JERICHO TOHN SCH DIST 

SHCLBURNE TOHN SCH DIST 

HINESBURC TOHN SCH DIST 

MIOOLCBURy INC SCH OIST 

BRISTOL TOHN SCH DIST 

VERNON TOHN SCH DIST 

LYM)ON TOHN SCH DIST 

HYOC PARK TOHN SCH DIST 
ST ALBANS CITY SCHS 
BARSTOW KKWIAL JCeS 
PUTNEY aNTRAL SCH DIST 
FRAIKLIN CENTRAL SUPERVISORY 
ESSEX TOHN SCH DIST 
CASTLCTON TOHN SCH OISI 
ST JOHNSBURV TOM SCHOOL 
CHESTCR-ANOOVCR U^^ON SCHOOL 
FlOOO BROOK UNION SCH DIST 20 
BERLIN l.m SCH OIST 
BARNET TOMI SCH OIST 
BETHEL TOHN SCH DtST 
G<UND ISLE TOHN SCH DIST 
DORSET TOHN SCH DIST 
lilLLISTON TOHN SCH DIST 
SCRKSHIRE TOHN SCH DIST 
BURKE TOHN SCH DIST 
MANCHESTER TOHN SCH DIST 
SHELDON TOHN SCH DIST 
CHARLOTTE TOM< SCH DIST 
MILL RIVER UNION SCHOa DIST 40 
CAMRIOGE SCHOa DISTRICT 
MISSISQUOl VALLEY UNION 
MT ANTHONY UNION HIGH SCH 
OTTER VALLEY U H S DIST B 
FAIR HAVEN UNION HIGH SCHOOL 
NORTH COUNTRY UNION HIGH 
LAKE REGION UNION SCHOOL 
LAMOILLE UNION HIGH SCH DIST 18 
MOUNT ABRAHAM UNION UiGH SCHCOL 
VfRGCNNES UNION HI SCH DIST 5 



SCCCVEL 



EXPEND 

S3. 537. 000 
SB72.000 
SB04.000 
S2. 543. 000 
t4. 796. 000 
SI.B7B.000 
SI.64B.000 
B3. 016. 000 
SI. 744. 000 
S3. 070.000 
S2. 273. 000 
Sl.OVS.'^ 
S2. 777.000 
SI. 654. 000 
S4.tB0.000 
6951.000 
S944.000 
S2. 544. 000 
SS. 912. 000 
S2. 170.000 
S4. 663. 000 
$1.131. 000 
t1. 060. 000 
SI. 747. 000 
SI. 121.000 
$1,719,000 
$1,106,000 
$1,225,000 
$3,116,000 
$t.37B.OOO 
$1,673,000 
$3.44B.OOO 
$2.B22.000 
$3,579,000 
$2,300,000 
$961,000 
$3,021,000 
$6,667,000 
$2,412,000 
$1,617,000 
$5,145,000 
$1,664,000 
$2,753,000 
$2,997,000 
$2,340,000 



ENROLL 


PERCH ILO 


1.469 


$2,408 


-77 


$2,426 


325 


$2,474 


1.006 


$2,528 


1.661 


$2,577 


632 


$2,652 


593 


$2,776 


1.074 


S2.606 


614 


$2,640 


1.05? 


$2,699 


776 


$2,929 


3u> 


$2.96l 


933 


$2,976 


517 


$3,199 


1.275 


$3,263 


269 


$3,291 


266 


$3,301 


754 


$3,374 


1.751 


$3,376 


632 


$3,434 


1.416 


$3,444 


324 


$3,491 


277 


$3,627 


450 


t3.662 


260 


$4,004 


427 


$4,026 


265 


$4.«31 


267 


$4,266 


714 


$4,364 


275 


$5,011 


311 


$5,379 


574 


$6,007 


399 


$6,571 


525 


$6,817 


761 


$2,945 


266 


$2,990 


959 


$3,150 


2.033 


$3,379 


696 


$3.4S6 


514 


$3,535 


1.437 


$3,580 


456 


$3,633 


743 


$3,705 


801 


$3,742 


610 


$3,836 
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.<^o< &7 TrtTii CURRENT EXPENDITURES PER ENROCLEO PUPIL 



STATE COUNTY 

46 WASMIMCTON COONTY 
CALEDONIA COUNTY 
MiNDSOft COUNTY 
WASHINGTON COUNTY 
MINDHAM COUNTY 
AOOISOH COUWTY 
RUTL&ND COUNTY 
WINDSOR COUNTY 
CHITTENDEN COUNTY 
MINOHAll COUHTY 
OIUNCC COUNTY 
ORAMCt COUMTV 
MINDHAH COUNTY 
MIMHUII COUHTY 
CHITTENDEN COUNTY 
CALEDONIA COUNTY 
ORANGE COUNTY 
CHITTENDEN COUNTY 
WStllNGTON COUNTY 
CHnTEM)tN COOMTY 

chittendeW county 
rutland county 

FRA»«LIN COUNTY 
WSHINGTON COUNT* 
MINDSOft COUNTY 
LAMOILLE COUNTY 
*(1NDS0« COUNTY 
MINDSOR COUNTY 
CHITTENDEN COUNTY 
WASHINGTON COUNTY 
CHITTENDEN COUNTY 
CHITTENDEN CtUNTY 



LEANAME 

UNION HIGH SCH OlST 32 
KAZEN UNION HIGH SCHOOL OIST 26 
CREEN FOUNTAIN UHS 
KARWOOO b«!ON HIGH SCH 01 ^T i9 
BRATTLEOOM HIGH SCH DIST 6 
MIOOttSURC UNION HI SCH DIST 3 
RUTLAND WINDSOR UNION SCH DIST 
WOODSTOCK H S DIST 4 
CMAI»>LAIN VALLEY UNION 
LELAHO AND G«AV UNION 
OxioTuNION HIGH SCHOOL O S 30 
RAKXXPH UNION HIGH SCH nIST 2 
WILHINCTON JOHH SOI DISl 
BfUoUs FALLS UNION HIGH SOCOL 
MT KAHSFIELD UNION 

KAROWICR TO*m SCH DiST 

RANDaPH TO*m SCH DIST 

MlLTOt* GRADED SCh DIST 

NORTHf lELD TOim SCH DIST 

COtCMESTER SCH DIST 

MINOOSKI INC SCH DIST 

RUTLAND CITY SCHS 

FAIRFAX TOWN SCH OIST 

MONTPELUR CITY SCHS 

SPRINCflElD Ta*N 

MORRISTOKIN TOWN SCH OIST 

HERTFORD TOWN SCH DIST 

WINDSOR TOWN SCH OIST 

eMRllNCTON CITY SCHS 

BARRf CITY SCHS 

SO BURLINGTON CITY bCHC X 

ESSEX jCT INC SCH OIST 



SCHLEVEL 



2 
7 
2 

2 

2 

2 

2 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 
3 
3 
3 
3 
3 
3 
3 



EXPEND 

$3. 130.000 
S(.SS9.000 
$2,007,000 
$3.591 .000 
$6,434,000 
$4.9iS.C<X> 
$t 188.000 
$2. /5t .000 
(4.403.000 
$t.SS4.000 
$2,359,000 
$3,364,000 
$1,657,000 
$3,008,000 
$5,767,000 
$» .017.000 
$ 1 . 593 . 000 
$5,492,000 
$2,698,000 
$8,353,000 
$2,678,000 
$9,524,000 
$2,066,000 
$5,090 000 
t7.5»5.000 
$3,346,000 
$6.761 .000 
$3.t24.000 
$17,238 000 
$8 424.000 
$n 157.000 
$12 b89 000 



CNROtL PERCHILO 



802 
384 
469 
837 
» .479 
1.126 
272 
615 
916 
320 
483 
645 
297 
509 
763 
611 
900 
1. 831 
870 
2.443 
706 
2.428 
525 
1.250 
1 765 
753 
1.463 
672 
3.570 
1 515 
1.960 
1 .514 



$3,903 

$4,060 

$4,279 

$4,290 

$4,350 

$4,365 

$4,368 

$4 473 

$4,807 

$4,856 

$4,084 

$5,216 

$5,679 

$5,910 

$7,558 

$t.66'< 

$» .770 

$2,999 

$3,101 

$3,419 

$3 . 793 

$3,923 

$3,935 

$4 072 

$4,258 

$4,444 

$4,621 

$4,649 

$4,829 

$5,560 

$5,69? 

$8 315 
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SHORTCHANGING EDUCATION 

HOW U.8. SPENDING ON GRADES K-12 
LAGS BEHIND OTHER INDUSTRIAL NATIONS 



By M. Edith Kuell and Uwrence MUhd 

UitiodiwtSos aai Sammaiy 

Ovtr the pMt decade. Amerteant have become incrcaaln|ly concerned 
about the educaUonal and academic adilevemenu of U.S. studnnu. 
particular^ at the pclmaiy and aecondary levels. Numerous hl|^-tevel 
c otnm l a a l cns. composed or leaders from fovemment, education, and 
buslncaa. have examined the schools, and most recently. sUte fovemors 
and Admlnlstratloa oflldals. Inchidlng President Bush, met at & 
"Education Summit* to discuss needed relbnns. Improving the education of 
U.S. students has risen to the top of the public agenda. 

Ptesldent Bush, who has declared hto desire to be known as the 
'education president.* has. however, attempted to limit the discussion of 
educational refonn inttlatNcs to those which do not involve spending 
additional pubUc funds. At the "Education Summit* In September. 
Ptesldent Bush dedarcd that the U.S. lavishes unsurpassed resources on 
(our d>lldren*a) schooling.' Iherefore. *our focus must no longer be on 
resources. It must be on results.** At this tame conference. Secretaiy of 
Education Lauro Cavatos sUted that the problem with U.S. education Is 
not ... an Issue of doDars... IDunding Is truly not an Issue.** 

The President and Administration ollklils have JusUHed this anti- 
spending stance by asserting that the U.S. education system Is already well- 
funded In comparison with other Industrialized rwtlons. Two measures of 
spending have been used by Administration officials and others to compare 
U.S. expenditures with those of other countries. One measure Is spending 
per pupU. According to Secretary of Education Cavazos. %ve are already 
spending more money per student than our m^ foreign competitors. 
Japan and Germany.** President Bush's Chairman of the Council of 
Economic Advisers. Midiael J. Boskln. agrees: 1w]e spend more, per pupll.'' 
than most of the other m^ Industrialised economies."* In The New York 
Times. Chester E. Finn. Jr.. former Assistant Secretary of Education In the 
Reagan Administration and now director of the Educaticmal Excellence 
Netwoili of Vanderblh University, wrote: iw}e already spend far more per 
pupU than any other nation.** 
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tbt oecond nemtfc of spendinf whidi !• uied to make tatemttkmiil 
coropArtMos to the shart of natlooal tncone devoted to cducatloiu In an 
appSrance on the NBC nbdiiy Sbo«r Juel beto 
-Bducatloo Summit* PiretHdent Bueh*a Chief of Staff John Sunumt declared: 
Iwie apend twice aa mudi ion educatloo] at the Japaneae and abnoat 40 
portent more than aO oC the other m^or mdustrtaUaed countrtea of the 
wortd.** Ihe Coundl of Economic Advisors dialrman Mldiad Boakln 
auted, >ft apend a yeiy large amount of our naUonal tncome on 
education.*^ 

Ihe Admlntotration*a propoattlon that U.S. education to well*funded 
and therefore poor atudent peiformonce cannot be a matter of InaulBclent 
monies to a element In the national debate over education. It has 
provided poUcymakers at federal, state, and local leveU a convenloit 
rationale for not devoting more resources to education In a time of 
budgctaiy stress. 

Ihls paper is an examlnaUon of the sUUsUcal under-pinnincs of the 
Administrauon's claims. It concludes that the assertions about funding are 
misleading snd therefore are invalid guides to education poUcy. Specifically, 
our examination of education expenditures in 16 industrialized countries, 
adjusted for differences in national income, shows: 

••• U.S. public and private spending on pre-prtmary. primary and 
secondary educaUon. the levels of schooling which have betn the focus of 
most concern, to lower than in most other countries. The U.S. Ues for 
twelfth i^ce among 16 industrialized nauons. spending less than all but 
three countries. 

••• When expenditures for K-12 are further adjusted to reflect differences 
in enrollment rates, the U.S. falls to fourteenth place, spending less than all 
the other countries but two. 

••• When U.S. public spending alone is compared to oubUc spendirig 
abroad, we rank fourteenth in spending for cJl levels of schooling, 
fourteenth in spending on K-12. and thirteenth in K-12 spending adjusted 
for enrollments. 

••• If the U.S. were to increase spending for primary and secondary 
school up to the average level found in the other 15 countries, we would 
need to raise spending by over $20 billion annually. 

••• Because the U.S. sjsends comparaUvefy more than other countries on 
higher education, when expenditures on all levels of education - pre- 
primary. primary, secondary and post-secondary - arc calculated, we are 
in a three-way Ue for second place among the countries studied. 

This paper is focused on education spending. It is not a prescription 
for improving the U.S. educaUon system. We recognize that money docs 
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not fuarinUe excdknce and ive suspect thsl other disoies - in 
cufrtcuhim. In the status of teachm, and in expectstSons ikbout studenU. 
to name Just a few, wm aKso be ftmdamental to aiqr impcovement In 
education quaUty and student adilevenent But to be^ a process of 
education refbm by denylni the need to Increase spendinf especlaUy when 
U.S. schools are under>funded oompsred to those In other industrialized 
countries, places a severely Umltln| constraint on any plans for educational 
Unprovenienti 



Comparing Xdaeatlonal Effort 

This paper compares educaUon spending In 16 industrialized 
countries: most of western Europe, Canada. Japan and the U.S.* Our 
daU source is the United Nations Educational. Sdenttflc and Cultural 
Organization (UNESCOr. virtually the only commonly accepted source for 
such comparisons and the same source used by AdministraUon ofHcials. 
U.S. 1965 expenditure daU come from the Digest oJEducatUm Statistfcs^^ 
(see Appendix A for details). 



International Comparisons: Education Share of National Income 

We will begin our study by comparing educaUon expenditures 
expressed as a percentage of national income (Gross DomesUc Product). 
This is a common method used for international comparisons which jws 
us to avoid the distortions caused fluctuating exchange rates. Al o. 
educaUon expenditures expressed as a percentage of national Income 
provide a measure of the national effort vfhlch each country directs toward 
educaUon. 

Table 1 shows educaUon expenditures as a percentage of national 
income for 16 countries In 1985. the last year for which such data are 
available (tables appear beginning on page 1 1). A first but as we will show 
later, misleading glance shows that U.S. spending on all levels of schooling, 
including pre*schooI. primary, secondao' ^*^d hi^er education, in 1985 
amounted to 6.8 percent of national Iricome. This places ihe U.S. in a 
three-way Ue for second place with on t of the hi^est expenditure levels 
among the 16 countries studied. By * his mepsurt It appears that on^y 
Sweden spends a larger share of natio lal Income on education than docs 
the U.S.. and Canada and the Netherlands spend equivalent amounts. This 
figure showing the U.S. to spend a relatively large percentage of national 
income on educaUon is the basis for the claims made by the President and 
others that the U.S. spends lavishly" on educaUon and that we si>cnd more 
than most other countries. 



This comparatively high expenditure on education Is due. in large 
part, to the substantia] sums the U.S. spends on hi^rher educaUon. A 
rdaUvely larger number of U.S. students are enrolleditn post* secondary 
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education than In moat other countrtet* In 1985. 5.1 percent of the entire 
U.S. popuSatlon wm enroOed In Moe form of higher education, a figure two 
to three times larger than the percentage enroOmenti. J any other country, 
except Canada {nc nble 3). Larger enroOmenU. In what la alao a more 
expulsive fonn of education, ralae U.S. total education expenditures above 
le>^ In many other countries. 

But the current crisis of American schools is not in hi^er education: 
It Is In the prtmary and secondary school ^tems. A comparison of 
lusxUng for ott kvds of education combined thus obscures the main focus 
of concern about American education. If spending on K-12 only is 
compared, as shown In column 2 of IWe 1. in 1985 the U.S. tied for 
twelfth place, spen^ less than 11 of the other countries. Only three of 
the countries studied spent less than the U.S. on prtmaiy and secondaiy 
educaUon." A 

But this picture of relative spending is sUU Incomplete. Calculations 
of fundliig adequacy must jUso be related to the size of the school age 
population In each country^ Among the countries studied, the U.S. enrolls 
a relatively large perc^maie of the population In pre-prlmary. primary and 
secondaiy school (sc Tible 2). For example, over 19 percent of the U.S. 
population Is enrolled In K-12. but less than 15 percent of the West 
Genman populaOoiyand only 14 percent of the population In Switzerland. 
In 'Tible 1. colunm 3. the K-12 expenditure figures of column 2 are 
adjusted to take jtoto account the relative size of each counti/s K-12 
enrollment (see Appendix A for methodology^). By this more accurate 
calculation, amc^ the 16 countries studied, the t/.S. spends less on pre- 
prinyary, ptiswy and secondary education than aU but tivo other countries. 
Orify Australia and Ireland spend less than the U.S. for the criUcally 
important grades K-12 (see Figure 1). 

We Clin also compare U.S. education spending as a share of national 
Income with the average share of the other 15 countries as shown In the 
bottom row of Talrie 1. The U.S. spent 4.1 percent of Its national Income 
on K-12 educaUon In 1985. while the average abroad was 4.6 percent. If 
the U.S. were to have reached this average In 1985. we would have needed 
to ral^ spending for pre-primary. primary, and secondary school by over 12 
percent or l>y $20.6 bllUon annually. In 1988 dollars, the equivalent sum 
Is $23.5 bmion. — ' ^ 

AU the International comparisons made thus far still give an 
Incomplete picture of comparative education spending. Large U.S.. 
Japanese and German trade Imbalances skew the data and make the U.S. 
educaUon expenditure appear larger than Is actually the case. A more 
accurate picture of educaUon spending, taking into account trade 
Imbalances, would lower U.S. spending and raise Japanese and German 
spending t)cyond the levels shown In fable 1. Further details and data 
appear In Appendix B. 
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OpertOam end Copttol Expertdmires 

Hie nnktnci detofbcd abcrve ere dertved from compertsons of 

expcwSttumTte order to Jud|e whether the low US. renklnc» nUght be e 
^S^rme unique elk>ci^ or spending be^ 
ftccounte. 'nible 3 ranks the 16 nations acwdlng to operating esmenditures 
only. Ihe comparison shows the U.S. position, relative to the other 
countries, to be near^ unchanged. 

FUhttc Sipendirv on EducotlDn Gornpored 

We have seen that the spends a srwaller Uiare of lU i»tloi«l 
resources on K*I2 than do most other todustriateed countries. But there 
Is another dimension m whidi the characterisation of the U.S. as a big 
•pcnder en education ie wrong - public «i)jendaures. 
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tar moct of the 16 countries ttuaied* UNESCO tMemblet d«U on 
puwte ecpendttures for education beciuae public revenues provide virtually 
aU of the mooQr spent on educatSoo. Even to countries where a sizable 
sefinent of the school population Is enroOed to private achool, most private 
s^ooU* eq)enses are paid with pi^ aaon^, Ihua, public escpenditures 
approximate total education spending* The two exceptions are Japan and 
the U.S. where 20*25 percent of all education funding comes from private 
sourcea. For these two countries, UNESCO provides daU on public ond 
private education expeiKiltures. 

Education polky to primarily* although not exclusively, concerned 
with public schools. Moreover, public education spending reDecU the 
conscious national commitment to educating the next generation. It to 
therefore useful to compare leveU of public spending in the U.S. and Japan, 
with public spending in the other 14 countries. 

As l^ble 4 shows, when public spending abroad for all levels of 
education to compared with public spending in the U.S., the U.S. no longer 
ties for second place, but falls to fourteenth. Japanese public spending on 
all levels of education was 5.1 percent of national income, compared with 
5.0 percent for the U.S. In a comparison of public funding for K-12 only, 
the U.S. falls from the already low ranking of 12 (when both public and 
private money is included), to number 14. If we educated public and 
private K-12 students at the actual per pupU expenditure rate fovind in 
public schools, this would Increase spending and raise the U.S. ranlOntf 
from 14 to 13." »^ * 6 



International Comparisons: Expenditures per Pupil 

Thus far we have focused on education's share of national Income in 
different countries. Education investment can also be analyzed by 
comparing expenditures per pupU. As we have seen, this Is the measure 
Messrs. Cavazos. Boskln. and Finn have sometimes used to claim that the 
U.S. spends more on education than its economic competitors. 

However, there are two potential sources of error in the use of per 
pupil expenditures to compare nations' spending on education. The first is 
the Instability of exchange rates. Before cross- national comparisons can be 
made, expenditures measured In each country's national currency must be 
expressed In some common unit of measurement, e.g. dollars, yen. marks, 
etc. But whatever measure one chooses. It requi^rcs converting data 
collected In all other currencies to one currency.*^ However, exchange rates 
fluctuate, sometimes markedly, and this has been particularly true in the 
1980s. For Instance. In 1985. If $100,000 would have purchased a Gennan 
school bus. by 1988. due to a decline In the value of the dollar, the same 
bus would have cost $166,000. If exchange rates were used to convert 
German expenditures Into dollars, the purchase of the bus by a German 
school district In 1985 would have been shown as an expenditure of 
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The proUero of uting exchange rates to make spending comparisons 
ts mustrated to TsWe 5. Using 1985 exchange rates. •» «><mw to column 
I. the rtnkcd ftwrth among the 16 coimtrtcs studied. But " some 
other value of the dollar is used to make the conversion. e.g.. the 1988 
exchange rate, then the U.S. ranktog diangea to ninth Ccdumn 2). 

The second wroWem to usintf p«r V^V^^^^^^ ^S^^i^^^ 
not necessarily refikt the natiooJ eOwt devoted to edu^ 
issue undertytog cross-national comparisons Is not the numibers or doUara 
or pounds ^XUSi each country spends, but the relative national effort 
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devoted to edxjcaUon. Fbr example, a poorer countiy could tpend a 
fdattv^ iarfe share of national income on education. l.e.. could make a 
laife national effort to educate lU youth, but have a imidi lower apending 
per pupil than a rtcber country devotu^ a amiDer thare of tu income to 
education. Before meantncful tntemational eoaq»aritont can be made, 
education expenditure levds mutt be r^ted to some measure of total 
national tncocne. 

Moreover, countries with hlfh per capita incomes win also have 
higher wa^ reflecting a higher standard of living. For example, high 
living standards in the U.S. mean that in fenoaT. workers are better paid 
than in other countries. Therefore, we wouM expect education 
eiqpenditures per pupil to be higher in the U.S. than in other countries. 

Per pupil expenditures can be used to make international 
comparisons if two conditions are met: exchange rates are avoided, and If 
some measure of naUonal income is included in the calculation. Such a 
measure is shown in T^ble 6. Expenditures per student are expressed as a 
percentage of per capita income measured In each nation's own currency. 
We find that of the 16 countries studied. U.S. spending on pre-prlmaiy. 
primary, and secondary educaUon Is lower than In all but two other 
countries." 



The Historical Record 

The study thus far has examined expenditures at a single point In 
time. 1985. and has found that the U.S. spent relaUvely little on pre- 
prlmary. primary, and secondary education compared with other 
industrialized countries. Another Important Issue is how U.S. funding for 
educaticm has changed over time and how U.S. spending has changed 
relative to that of other countries. Tables 7 and 8 show U.S. funding of K- 
12 education In the postwar period. Expenditures are expressed as a 
percentage of national income. 

As shown In Table 7. expenditures for pre*primary, primary and 
secondaiy education peaked in 1974. and have u^len steadl^ since (see 
column 1). Thus* spending for education has not kept pace with overall 
economic growth. Over this same period, however, enrollments also have 
iillen (see colimm 3). Primary and secondaiy school enrollment, as a 
percentage of the total population, was at Its highest level In 1969. and 
Has t>een gradually falling since that time. Adjusting expenditure figures 
for the changing enrollments, using the same method as In the 
Intematiorud comparisons, shov^ that the decline In spending for 
education has been more than offset by shrinking enrollments (see Table 7. 
column 2). In the 1980s, the declining fraction of the population enrolled 
In school has meant adjusted expenditures have risen, despite the 
slowdown in actual funding for education. 
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diMiaed «vcr tune. A4|u«ed lied«irm«n«»~v^ 

J^^^Jte^ ktod mcniMS MM fey .14 percent and .Oe percent 
SSM* SKTo^^^S^ySSlSp. of'SriU to three bmondolUr 

Indicate bffilan doltar virlatlaM In tducttlon e«pen«ture». » iwo- o-i 
SS.tnScn.«fcK*«e«i*W^^ y 

S»lSae«S*StJ«ten»W 
€Sool dtotrlcti acne* the nation. 

Dmi^ the tnotaK in overall U.& education fiindtnc oT K-12 
hrtw.Snj«)^ ISW <wr pSuon relative to other countrle. declined. 

KOaSiS^riSeO. and 1985 loc the 16counW« 
^ romnar^wlth boOl vetrt expendlturet adjusted for the 

•pending on K-12. .pending leu than elevoi oth« ccmtrtet. But by 
1985. the U.S. had Men In rank to number fourteen. 

U.S. educauon expenditure, dnce 1985 are ^>f^.^»J'^*i°;)^ „ 
<;nnvltn« for Dre-DrtTOarv. pilmaiy. and aecondary education, expreaaea as 
f^tS^ ^SS'iS^ «lju«ed foe 1985 en«;^t»- 
fri^jSs^reent In 1980. to 4.08 pe«ept J^^^ ti^i*^ 

tol9e7Tand has been relatively constant between 1987 and 1989. 

^nmNelntemaUofial daU are not available, we cannot 
^^^^^:m^^!Si^l^S^Ut.a affect. Its relative «nlcln« with 
the other countries. 

Conclttsloa 

We have se«!n that when pubUc plus private spending on all levels of 
educattoi Uwmpired with spending In other industriallied countries, the 
U S tota a Uuce^tle for ieconf place among the countries studied. 

^-.^^ZhSl^p^tf for Pe:5yH^jTfflil'frsTa*'t?e"r 
compared with expenditures abroad, the U.S. rartclng fans to • « >«• 
SSfthS.ce. >Sd when adJustmenU are made for en"""""'"' 
U^rSlfalSther to fourteenth place, spending less than aU the other 
countries except two. 

When levels of public spending on e*}"*"?" ""^y f^^JT^ 
•howlnit the social commitment to public educaUon. again thj U.S. 
wS^^^>«^T*«h the othw countrl^. comparison, of public 
S3StfforSleveU of education, and for K-12 alone, both ptace Uie 
•JTSTfoSt^SthSc^ enrollment '^t^'^^^^'^^^,^;^'''''''' 
Uie U.S. does sUghtly better, ranking number thirteenth. But by aU 
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cotnparUont. the U.S. devotes fewer retourcet to primary and aecondary 
education than do mo%i induttrtalised nations. 

Tht datm that the U.S. spends more than other nations on education 
Is misleading. By an comparisons, the U.S. devotes a smaller share of ifs 
resoiirces to pre-prlmMy. primary and secondary education than do roost 
industnallzed countries. 

Ihe comparatively weak U.S. Investment In K- 12 Is not a result of a 
more efficient administrative structure or lavorab'ie deroogrsphlcs. In fact 
the U.S. mifbt l>e expected to spend proportionally wore than other 
countries because of the particular diaracteristlcs of the U.S. school 
system and Aroeilcan society. Our decentralized school syvtem gives more 
local autonomy axkl local choice, but Is also more expensive than a sln^e. 
centrally administered ^tem. Our population Is more heterogeneous Uian 
In roost other countries. Soroe Immigrants do not speak EngUsh. 
Students come from a variety of cultural backgrounds. The very hl^ 
number of children living In poverty makes additional demands on the 
school system. 

Available data do not permit cross -country comparisons to t>e made 
in much more detail, but other evidence suggests that the spc-ndlng gap Is 
particular^ wide between the youngest American and foreign children. For 
example, it Is generally accepted that the U.S. Head Start Program of early 
childhood educaUon for disadvantaged children age three to five Is 
valuable and cost effective, yet limited federal funding permits only 20 
percent oreli^ble children to take part. Many of our competitors seem to 
have a stronger commitment to early childhood education, and some of 
them have nearly universal pre-klndergarten enrollments. In FVance. 100 
percent of four* and flve*year-oIds attend school/educational day care. 90 
percent of three-year-olds attend, and 36 percent of two-year-olds. In 
Belgium. 96 percent of three- to slx-year-oIds are In school, and in the 
Netherlands. 98 percent of ^our- and five-year-olds.'* 

Spending more money is not. of course, the only answer to the 
dlfricuU problem of revitalizing prlmaiy and secondaiy education In the 
U.S. But the data presented here indicate that in education, as in every 
other service, we may "get what* we pay for." Given the level of investment 
in our pre-prlmary. primary, and secondaiy schools, it is not surprising 
that we are slipping behind in comparaUvc measures of performance as 
weU. 
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Th« Bconoaic Policy Znstitut* (IPX) study nmr%r dots what it 
claias to do**Moasurs ooaparativs odueation spsndla? lovsls 
bttvoon tho Unitod Statos and othoc induatcialisod aatioas. Such 
a cospari9on roquiros a Moasurs of poc pupil spsading in oach 
country*s yaluo in a ooaaon curronoy {••g., o.s. dollars). 
Xcnco, ths BPI study shifts ths focus of ths sduoation dsbats 
avay froM ths critical issue of how to rsform ths Q.S, sducation 
syttSK to that of Matching spending with other nations. 

I' Tho gconoaie Pol icy Inatituts's propoaed ■aasurs. 

♦duotion's shars of national ineo ms^ 1« not an appropriaf 
■sasurs of tha coaMitasnt of « nation ftyy education. 

Ths Econoaic Policy Insf:ituta (EPZ) calculatss a country's 
sducation spending as ths ratio of that country's 
sducational sxpsndituras to its national incoas. zn fact, 
this is not a asasurs of spsnding coaaitasnt at all. Its 
valus dspsnds not only on what a country is spsnding on 
sducation (i.s., ths nuaarator of ths ratio), but also on 
ths sis< of its aconoay (i.s., ths dsnoainator of ths 
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thm Vurohasing fovar rarity (FF») ladu is a superior a«thod 
for •qumtiag •ducation Mipuiditttr* Ittrais amo^^g oou&tr.i«s. 
Th« FPF adjusted axpafldituras Moaa appliad ^9 obtain 
*raal* quantity ooaparisoai batVMa eouBtrias at a oartain 
tia«.*« (OECD) Whan usad to aquata par atadaat axpandituraa 
across aationt, tha ranking of natioaa ohangaa dramatically 
from tha Epi analysis. 

Within a coxuitry/ rasourcas for aduoatioa ara aaasurad by 
ita spanding par pupil, vith aduoation apanding axprassad in 
tarns of that countryis ovn curranoy. for tha 0*8*, this is 
axprassad as tha dollar valua of its axpandituras par pupil < 
intaraational spanding ooaparisoaa raqu^ra aquatiag ourrancy 
valuas across oouatrias. Vhila aarkat axohanga ratas vould 
translata axpandituras of foraiga ourranoias into thair O.S. 
dollar aquivalants, tha rasults would ba quastionabla 
bacausa of th^ stibstantial fluctuatioaa in aachanga ratas. 

Whila tha oxchanga rata approach is flavad, tha solution is 
not to throw out par pupil &panding ooaparisoaa, but to 
apply a aora accurata aathod for aqoating ourranoias* Tha 
Purchasing Povar Parity (PPP) ladax ia auoh a aaasura. Tha 
Organization for Kconoaic coop ara t ion and Daralopmant 
lOECD) , vhosa aaabar ooxintrias ara iaolndai ia tha EPI list 
of oouatrias, ooaaonly usas this indax l^or ganarating 
conparativa intarnational axpenditurr^ statistics. 
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Constxuetion of th« m indM is similar to thmt of th^ O.S. 
Coasttsor frioo indM (Cfl) • »oth aro baB04 ob tho 
ooaparativo oo«t of m fixad wrkot baakot of goods. mi% 
thm Cfl maaauras ooaparativa ooats of purelMaiag a fixad 
■arkat iMtakat batvaaa tvo tiaa pariods, tha m araauras 
eoaparativa costs of a eoaaon aarkat baskat batvaan tvo 
oouatrias. Tbua# tha fVf aaaauras **tha nuabar of U.S. 
dollars aaadad ia aach ooiuitrr to buy tha fiaaa 
raprasaatativa baakat of fisad goods and aaryieas costing 
$100 ia tha Uaitad ttatas.** 

Tabla 1 displays tha P9P valuas for OCCD nations for tbraa 
y«ara—X9S$» 19S7» aad 19SS. An iacraasa ia tha iadar aaans 
that it eosts mora dollars to purchasa tha saaa goods. 
(Xota tha gaaarally aaall ohangas ia tha magaitudaj? batvaan 
1995 aad 1999 for Bost nations ^ in contrast to tha sharp 
daclina in tha valua of tha dollar as shown by tha aarkat 
axehaaga ratas.) 

Tha IPX papar olassifias K through 12 as iacluding pra- 
priaary aducation. 

Appandix X of tha BPI pfc?^r atatas that »In this papar^ vhan 
tha axprassion K-12 is usad, 'K* raprasants all tha pra- 
primary yaarj." This daJinition of K through 12 ia not only 
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d«c»ptiT«f tout biMCM aggrtgats pttblio •xp«iAitur« figuxst 
against thm »^iTat« gptk^imq trt l?aaiXi«a vith young 

ohiI4r«a eoBstitntM a auob aora aigaifioaat ahara of total 
pra^priaary aduoatiaa la tha 0*t* tluui la aoat othar 
aatioaa. laaoa, total Q.t. apaadiag tor pra^prlmary 
aduoatloa la aadarstatad ralatlTa to thoaa ot othar aatiosa 
la vhich pra-prlaaxy aduoatloa la pablloly support ad aad 
laoludad la thalr goranwant'a rapertad flgiuraa* 

Tha iaclu aion of aapaaditurai ia tha wothar** sad ^nat 
diatyibtit^ dw otaqoriaa aav biaa raaalta mo«ln«t th« O.fl. 
which doaa not raaort apandino uadar thaaa oataaeriaa. 

Thaaa oatagoriaa ara aot vall-daflaad by UVESCO, aad 
aoraovar, thara la ao braalcdowa by aduoatloa laval* 
Aooording to OSCD^ ^othar axpaaditttraa" ara thoaa vhich 
oaanot ha olaaalflad in oatagoriaa auoh aa Inatruotlonal 
ataff , aiaiaiatratioa, and aatariala. The ^aot diatributad" 
oati^qory rafara to goTomaant suba Idi aa or tranufara to 
public and prlvata inatitutlona which cannot ba aaparatad by 
^urpoaa, aainly dua to tha adalniatratlTa autonoay of tha 
raclplant inatitutlona. 

Whan pra*K through X2 apanding la aoourataly ooaparad to 
othar nationa, tha 0.8. ranka aaooad only to svltzarlftnd out 
of 22 OECD countrlaa* If tha uncartaia "othar** and **not 
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«l4itarltoiit«d«* eat^gevlM art iaelttd«4» th% U.S. rm&ka i(im 

to iaeX««« all 12 Oieo eouatrias for vhioli thm m is 
■raiXttbla.) 

Talbla 2 usM tHa mm OMBS^ iafoxsatioa on oouatrr 
•■panditttrM and aaroIlMats as 414 tbs IPX. Zt appliss tbs 
WWW la4«x to agoats eorraaciss across oountrias. 

Two raakiags ara shoim. Q.S. par pupil tpaa4i&g raalcs saoond 
out of 22 OKD ooufttrias, osiag only Itaovn aipaa4itaras« 
Whan tha unknown tpanding oatagoriaa ara inclu4adf tlia O.s. 
ranks titth out of 22. 

Sasaarok has supporta4 tba position that tha 41scusaion on 
how to inprova a4ttoation nust foous on hov to laprova tha 
una of rasouroas* 

In a ooaprahansira raviav of ls7 atudias of tha ralationsbip 
batvaan span41ng and aobiavanant sooras, xrio laaushak of 
tha OnlTarsity of Roohastar found no aignifioant oorralation 
batvaan tha two. 

Moraovar, hatvaan school yaars IMO-lfsl and IfSs-lfsf, 
aggragata spanding on alanantary and sacondary aducation, 
adjuatad for inflation, rosa fron $1S7 to flff billion (in 
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X9M*st dollars) for an laoffoaoo of about 27 porcont. 
Avorago aaXarioa for publio aohoel toaoltora roao fros 
$24, 02 to |29,Sft7 (ia ooMtaat 4olXars) oror tHo aaao 
poriod* 9upil-tc toachor ratios daoroaaod froa Xa*9 to 17*c 
•tudo&ts par toacbar* 

SovoTor/ ovar this aaaa pariod, taat aeoraa bava iaprovad 
▼ary littla* Raoant avidaaca fro« tba Vational baaaaaaant 
of Iducatioaal Prograaa (bbKP) abowa tbat raadiag and 
vritiag aeoraa bava raaaiaad virtually oBobangad* 
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TABLE 1 

COMFARISON OF tNTERNATlONAL CURRENCIES 
Comparativa Pficg Levels 





1985 


1987 




Auttrtta 


ae 


94 


111 


Austria 


80 


133 


133 


Mgium 


75 


119 


118 


Canadi 


89 


93 


101 


Ocnmark 


92 


149 


154 


Fifitand 


96 


141 


153 


Franca 


81 


124 


124 


Qarmany 


84 


137 


138 


Qraaoa 


56 


74 


77 


icaitnd 


91 


138 


150 


Iratand 


76 


110 


111 


ttaJy 


68 


108 


111 


Japan 


93 


147 


162 


Luxambourg 


73 


110 


110 


Nathartandt 


77 


119 


119 


NawZaaland 


67 


99 


114 


Norway 


100 


128 


132 


Portugal 


39 


60 


63 




56 


86 


93 


Swcidan 


95 


137 


146 


Switzarland 


98 


163 


166 


Turkey 


29 


21 


30 


United Kingdom 


73 


95 


107 


United States 


100 


100 


100 



The comparativa prtca tevels show the numt>er of U.S. 
doNars needed in each country to kmy the same 
rapresamativa haskat of final goods and services 
costing $100 In tha United States. They are based on 
tha purchasing power parity index for each coumry. 

SOURCE Organlation for Economic Cooperation and 
Daveiopniem (OECO) 



January 1990 
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TABLE 2 



INTERNATIONAL COMPARtSONS OF PER STXiOENT EXPENDITURES (1) 
(Pf«-4< througn S«oondary SchooQ 



Currant ExptndturM 
P«r Stiidam 



Curr«nLExpaQdttur«s 
PtrStudtnt 

tnnSudbio Unknown 

OttmBMntftuw 



















Switztrtend 


1985 


S3.6B3 


1 


$3,874 


1 




United States 


1985 


S3.310 


2 


$3,310 


5 




Swtd«n 


1985 


S3.214 


3 


S3J19 


2 




Canada 


1985 


S3. 192 


4 


S3.499 


4 


L 


Danmark 


1986 


S3.089 


5 


$3,596 


3 




Norway 


1985 


S2.900 


6 


$3^ 


6 




Luxambourg 


1983 


S2.596 


7 


$2,970 


7 




Austria 


1985 


$2,497 


8 


$2J29 


6 




Wast Qarmany 


1985 


$2,253 


9 


$2,530 


9 




Balghifli 


1985 


$Z234 


10 


$2,509 


10 


V 


Franca 


1984 


$1,996 


11 


$2,329 


11 




Auatraiia 


1985 


$1,995 


12 


$2,147 


14 




Unltad Kingdom 


1984 


$1,897 


13 


$2,155 


12 




Nathadanda 


1984 


$1,860 


14 


$2,152 


13 


^- 


Japan 


1985 


$1,805 


15 


$2,079 


15 




Naw Zaaland 


1985 


$1,262 


16 


$1,324 


17 




itaJy 


1983 


$1,249 


17 


$1,568 


16 


1 


Ireland 


1984 


$1,108 


18 


$1,143 


18 


I , 


Portugal 


1985 


$911 


19 


$983 


19 




Spain 


1979 


$598 


20 


$623 


20 




Greece 


1984 


$514 


21 


$520 


21 




Turkey 


1985 


$241 


22 


$260 


22 



(1) Per studant expentflturea in foreign curr enclea are a xpratt a d 
in doUar valuaa using ttia 1 065 Purchasing Powar Partttas (PPP) 
Index suppUad by ttia Organization for Economic Cooparatkm 
and Developmam (OECD). 
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Economic Policy Institute 



MEASURINO COBfPARATIVE EDUCATION SPENDING: 
A RESPONSE TO THE DEPARTMENT OP EDUCATION 



INTRODUCTION 

On January 17 the Economic Policy InsUtute rtlcased our study. 
Shortchanging Education, which shows that the U.S. spends less on pre- 
primary, primary and secondary education than all other industrialized 
countries except two. The study has been widely reported in the news 
media. Shortly after its release, the Department of Education Issued a 
Technical Assessment" of the report in which they challenged our 
methodology and conclusions. This paper gives our responses to each of 
the Issues raised by the Department of Education. It Is our conclusion, 
based on the evaluaUon outlined below, that the Department of Education's 
crlUcisms are without merit and do not affect our original finding: the U.S. 
spends less than most other industrialized covmtrles on K-12 education. 
Following a brief overview, detailed discussion of each point begins on 
page 3. 

I. The Department charges that our method, comparing expenditures 
expressed as a share of national income, is inappropriate. 

Our Response: Expenditures expressed as a share of national 
Income provide the most accurate comparisons of education effort and 
resources provided to students. This is the most commonly used and 
widely accepted measure of expenditure comparison. It has been 
frequently cited by AdminlstraUon officials in the past and. contrary 
to claims made by the Department of Education, it Is the measure 
used by the OrganlsaUon for Economic Co-operaUon and Development 
(OECD). as seen in their recent comparative study on education. 



by M. Edith Rasell and Lawrence Mishel 
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n. The Department would use per pupil expenditures as the preferred 
measure of eomparlson. 



Our Retpome: Per pupil expenditures provide valid eomparlsons 
only If used In conjunction with a measure of relative Incomes or 
prices. The Department** Mississippi - Minnesota example, discussed 
below. Illustrates how misleading per pupil expenditure figures arc. 
and shows the validity of share-oMncome comparisons. 

in. The Department recommends using I»urchasing Power Parity (PPP) 
exchange rates to translate foreign expenditure per pupU figures into 
dollars i^ich can then be compared directly. 

Our Response:.- PPPs show relative standards of living among 
countries, but cannot be used to compare the quantity or quality of 
goods and services v^ich can be purchascti with a given expenditure. 

IV. The I>epartment charges that including expenditures listed by 
UNESCO in the "other" and "not distributed" categories may bias 
results against the U.S. 

Our Response: Omitting these two categories of education soending. 
as the Department of Education suggests, would lessen the accuracy 
of the study. 

V. The Department charges that we understate U.S. spending on pre- 
primaiy education. 

Our Response: The U.S. expenditure figure, obtained from the 
Department of Education, does not Include all private spending on 
pre-primaiy education. However, in all the other countries except 
Japan, the expenditures do not include ao^ private expenditures on 
either pre-primaiy. primary or secondary school. Since these 
expenditures are all relatively small, their inclusion or omission has 
only minor affects on. countries* relative expenditure levels. 

We discuss each of these topics In more detail below. 
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I. ARE COMPARISONS OP EDUCATION SPENDING AS A SHARE OP 
NATIONAL INCOME APPROPRIATE? 

In making our comparisons of IntemaUonal spending, wt use the 
most commonly accepted and widely used measure of spending 
comparisons: expenditures expressed as a percentage of naUonal income 
(GDP or CNP). Admlnlstrauon officials use this measure of educaUon 
spending (see "Shortchanging EducaUon", page 2). Roger Porter, the White 
House DomesUc PoUcy Advisor, remarked in December 1989. that 
compared to other countrlca, U.S. spending for cducaUon Is "more per 
capita, more per student it li more as a share of our grosa naUonal 
product We spend one-and-a-half percent of GNP more than the Japanese 
do on education."* The onty educaUon spending comparlsona shown in the 
UNESCO §t ?^*sttc>1 Yearbook usc Uils measure, and this comparison of 
educaUon expenditures is the otify one presented In the StaU8U«i Abstract 
Qf thg tinned states from the U.S. Census Bureiiu. In a recent Cato 
InsUtute report on comparaUve education spending, share of naUonal 
Income to the only measure of comparison used. World Bank comparisons 
of educaUon spending are presented as shares of government budget along 
wlUi the budget's share of national income. IntemaUonal comparisons of 
health care expenditures are routinely sUted In terms of spending as a 
percentage of national income, and the CIA compares defense spending 
between counUles by examining expenditures as a share of national income 
(copies of these reports are attached). 

The Department of EducaUon claims Uiat the Organisation for 
Economic Cooperation and Development (OECD) "commonly uses a 
[purchasing power parity Index) for generating comparaUve IntemaUonal 
expenditure statistics." We disagree. For example, Uie most recent OECD 
study of mtcmational educaUon expenditures.* published in 1989, uses 
expenditures as a percent of national income and per student expenditures 
as a percent of per capita national income as the meUiods of comparison 
(see attached). These are Uie same two measures of comparative spending 
Uiat we Identify as appropriate. There is no mention of purchasing power 
parity (PPP) In Uie book nor any discussion of per pupU expenditures (see 
below for a further discussion of PPPs). 

Expressing expenditures as a percentage of national Income gives Uie 
most accurate IntemaUonal comparisons. And It Is by Oils measure that 
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y/t find in 1985. the l»st year for which daU arc available, the U.S. ranked 
fourteenth out of sixteen industrialized countries In spending on K-12. 
spending more than only two countries, and less than thirteen. 

n. ARB EDUCATION EXPEPfDITUlUKI WR PUPIL THB BEST BfEASURB 
FOR COMPARXNQ SPElfDHfO AMOKO COUlfTRIES? 

There arc two problems with comparisons of education spending per 
pupil. First a per pupU expenditure comparison Is misleading when the 
units being compared (countries or states) have different wage and Income 
levels and thus different costs for educational resources (e.g.. teachers). 
Second, spending per pupil compaxlsons necessarily Involve conversions of 
foreign currency to dollars, leaving the comparisons subject to misleading 
methodologies. 

Consider first the issue of making comparisons IndependcnUy of 
wages and costs. Just knowing per pupil expenditures for each country 
does not tell us how many education resources are actually being 
purchased. One country may spend more per student but because costs 
(prices and wages) are hl^er, the expenditure may actually purchase less- 
fewer teachers, fewer schools, fewer books, etc.. than a smaller expenditure 
in a country which has lower costs and is able to purchase more for Its 
money. It is not possible to compare education spending In any meaningful 
way without simultaneously examining relative costs. But costs generally 
rcncct wages. Countries with higher wages usually have higher cosU. 
Higher wages mean a higher standard of Uvlng and higher national income. 
Therefore we can meanlngfuUy compare expenditures by examining them In 
relation to national Income. This Is the measure we (and many others) 
have chosen to use: expenditures as a share of national income. 
Examining expenditure fibres In isolation from Income levels or some 
measure of costs is misleading. Tht Department of Education's comparison 
of spending in Minnesota and Mississippi serves to prove our point. 

Thft De partment of Educ ntl^"*^ Misalsslnnl - Minnesota gj^amalc 

The Department of Education's J^oiuary 16 response to 
"Shortchanging Education" compares education spending in Minnesota and 
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MMMippt Ib^ deKribe 1960 tpvMtlQg tn the two atatM utln| both U 
the moMUfeo i»e have been cooeldeitaf: per •tu<ient esqmidttuitt (M180 in 
MinneooU ana I33S0 in MMeelppO «od cxpe^^ 
•tate Ineeme 0.7 pefcent tn Mhweoota and M peccent ia MeeMppU* 
Iheee aguiea we ehown m the tal^ Ibe neamire of epettdtatf betag 
mipported tr the D^artment oTSducatioit* the fl^ 
Mimieaota to outep«id MleeMppt while the other 
uM)eho»eMleeleeippltodl#U^outependlOnoeeota. Wewdtueethle 
example te «bo« that a ehare of bicome compifriaon of edu^ 
pcovldea the t !et melght Into ^ levd of educatkmal reeourcce being 
offered etudenU. 



BDOGAvxoff mmxTom m Kxnaaon m Mzssxssmx, ine. 



Minn»tPt« 



Current Bxpen^ituMa af e Percent 
of stete incoee 



(1) -tt reported in Dtpt. of Ed. 

response to "Shortchanging 
Educetion" 



3.7% 



HiAA/ 
Mississippi Miss 



3.9% 



(2) -sctttsl correct expenditures 3.7% 

<3) -K-12 spending adjusted for 4.2% 

Mississippi X-12 attendance 



3.5% 

3.5% 120% 



(4) ExDtndituret Per Studtnt 
Att e nding School 



(5) -corrected for rtlativt 

teachtr wagts 



$4180 
$2884 



$2350 178% 
$2350 123% 



sources: National Center for Education Statistics, U.S. Department of 
Education, Diaest of E c^yyaticn Statistics; 198$ and 1989. 



5 



175 



174 



(a) EiTOncQUA Data from the Department of Education 

Flr3t we must correct the Department of Education's data. In 
calculating per student expenditures, they use adual 19^6 operating 
expenses. But In the percent-of-state-lncome calculation, they use 
estimated 19S6 operating expenditures which oversUte Mississippi's 
expenditures by 11. 6 percent while the Minnesota estimate is quite close to 
the actual expenditure. Actual 1986 operating expenditures were 3.5 
percent of Mississippi state income and 3.7 percent of Minnesota state 
income (see row 2 in the tabic), not 3.9 and 3.7. respectively, as reported 
by the Department of Education. Also, we must acQust expenditures for 
Mtssissippl's higher K-13 attendance, calculated as a percent of the total 
state populaUon. K-12 attendance in Mississippi is 18.04 percent of the 
population, while in Minnesota is 16.00 percent. On this basis alone, we 
would expect Mississippi to spend a larger share of state income on K-12 
education than Minnesota. At^ustlng Minnesota expenditures to the 
Mississippi attendance level, as explained in "Shortchanging Education." 
shows Minnesota to spend 4.2 percent of state income to Mississippi's 3.5 
percent, or put another way. Minnesota spends a 20 percent larger share 
of Its income on education than Mississippi. 

Per student expenditures are $4180 and $2350 for Minnesota and 
Mississippi. respecUvely. IndlcaUng that Minnesota spends 78 percent more 
per pupil than Mississippi. By either measure. Minnesota spends more on 
education than Mississippi. The important question is. does Minnesota 
provide 78 percent more educational resources to its students (as the per 
pupil comparison suggests) or 20 percent more educational resources (as 
the share of state Income comparison suggests)? 

(b) Taking Wage I>>vela Into Account 

We cannot answer this question until we know how costs and wages 
in Mississippi compare with those in Minnesota. In fact, costs are far 
lower in Mississippi reflecting lower incomes and wages. In 1986. the year 
we are examining, teachers' salaries In Mississippi were 69 percent of those 
in MlnnesoU. ConstrucUon costs. heaUng costs and wages are lower in 
Mississippi than in Minnesota. Using relative teachers' salaries as a 
indicator of relative costs in education, we estimate that in Minnesota 
every dollar spent buys only about two-thirds of what a dollar buys in 
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Mis9l53ippt. $4ieo spent in Minnesota U equivalent to spending $2884 
($4180 X .e^ in Missiaaippi. Iherefbre. to compare the actual level of 
educational services provided in the two states, we must compare spending 
kvcls of $2884 (the Minnesota level adjusted for higher wages and costs) 
and $3350 On MlsslsslppO. By this compartson, Mtnne^U stiU spends 23 
percent more per student than does MisslsslppL But this U vcty •imilar 
to the relatWe spending levels shown by our percent«of«state-lncome 
comparison (Minnesota outspends Mississippi by 20 percent), and very 
difTcrenl from the Department of Education preferred comparison found by 
comparing per student expenditures uncorrected for wages (Minnesota 
outspends Mississippi by 78 percent). 

The Mississippi and Minnesota example shows that comparisons of 
per student expenditures are misleading if relative wage, cost or income 
levels arc not factored into the calculaUon, If we do not know the actual 
wage and cost levels nccessairy to adjust expenditure figures. (wh:':h Is 
frequently the case, particularly in cross-national studies), accurate 
comparisons can only be made by examining spending as a percent of 
state (or national) Income. 



in. ARB PURCttASINO POWER PARITIES APPROPRIATE FOR 
CONVERTING FOREIGN CURRENCIES TO DOLLARS WHEN 
COMPARINO DIPFERING LEVELS OF EDUCATION RESOURCES 
PROVIDED TO STUDENTS? 

International comparisons based on per pupil expenditures 
necessarily run Into another difllculty - how to translate each country's 
spending into a common currency. tradiUonally the dollar. There are two 
means by which this conversion could be accomplished. One way is to 
use actual exchange rates. The Department of EducaUon now agrees with 
us that this method frequently gives misleading informaUon. The second 
method of conversion. currenUy being championed by the Department uses 
purchasing power parlUcs (PPPs). This process is equally flawed and 
should not be used. 

As the name suggcsls. PPPs are hvpothetlcal exchange rates which 
are constructed to show what the actual exchange rates would k^.ve to be 
in order for goods and services to cost the same in eveiy country. These 
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PFP rates wcr« designed for eomparlng standarda of IMnf acrosj 
counUlc3"ho\^ many consumer goods and services people can afford to 
buy. PPP exchange rates do not provide a cross-natlonal comparison of 
what can be purchased for a given expenditure. They cannot be used to 
compare educational effort nor compare resources provided to students. 
PPPs are completely inadequate for the task for which the Department of 
Education would use them - to compare expenditures between countries. 

An example will illustrate the dififcrenccs between comparing teachers* 
living standards (using PPPi] and comparing expenditures for educationia 
services (which cannot be done with PPPs.) In 1969. priniajy education 
teachers' salaries In major cities in the U.S. averaged $26.26.^ In Tokyo, 
primaiy Khool teachers received ¥3.437 thousand for a nine mcnth school 
year.' One could hire a teacher in the U.S. for $26,267 or one Cv>uld hire 
a similar teacher In Japan for ¥3.437 thousand. To hire equivalent 
numbers of primary school teachers, for each dollar spent In the U.S.. 131 
yen (V3.437,000/ $26,267) must be spent in Japan. The "exchange rate" 
necessary to provide equivalent numbers of primary school teachers Is 131 
yen to the dollar. This is In sharp ccntrast to the 1985 PPP exchange rate 
of 222 yen per dollar necessary to equalize teachers* living standards In 
each country. 

To enjoy equivalent standards of living, a Japanese citizen needs an 
income of ¥222 for every dollar of income received by a U.S. citizen. So a 
Japanese teacher receiving only ¥131 for every dollar earned in the U.S. 
will have a living standard below that of the U.S. teacher.* However, to 
hire a teacher in Japan, one need only pay at the ¥131 rate, not the ¥222 
rate. PPP exchange rates tell us about relaUve living standards among 
countries, (determined by the productivity of workers, abundance of 
resources such as land and energy, efllciency of markets, etc.). but offer 
few Insights Into comparisons of resources provided to students. 
Remember, the Bush AdmlnlstraUon has been Unking educaUon spending 
and student achievement, so the issue Is the comparaUve provision of 
resources to students. 

The Bush Administration's and Department of Education's claims that 
we spend lavishly on education can be supported only if flist. we compare 
per pupil expenditures without reference to wages, costs or Incomes; and 
secondly , use purchasing power parities to convert the expenditures to 
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dollars. By any other measure the U.S. seriously under-funds education 
compared to other IndustAlallred nations. 



IV. SHOULD THE "OTHER" AND "NOT DISTRIBUTED" CATEGORIES 
BE INCLUDED Ui THE ANALYSIS? 

As explained In our report. Ut^ESCO defines the "other^ and "not 
distributed" categories to include operaUng expenses for "special, adult and 
other types of education which cannot be classified by level" and 
"admlnlstraUon for which there Is no breakdown by level of educaUon." 
This is money spent on educaUon, but It Is not specifically assigned to 
K-12 or to higher education. CThesc are not Insignificant amounts of 
money. For some countries, up to 25 percent of all education spending 
falls in these two categories.) The U.S. spends money in these areas, but 
when rcporUng to UNESCO, assigns these expenditures either to K- 12 or to 
higher educaUon. Therefore, the U.S. lists no expenditures In these two 
areas. QmltUng these foreign exnendttures from our comparisons would 
have decreased the accuracy of our resuj^a, Therefore, as explained in 
Appendix A of our report, for each country we ascribe the expenditures in 
these two categories to K-12 and higher educaUon in the same proporUon 
as the rest of the country's opera Ung expenses are distributed. 



V. IS THS U.S. BXPENDrrURI! UNDERSTATED DUE TO UNDER> 
COUNTED PRIVATE SPENDING ON EAKLT CHILDHOOD 
EDUCATION? 

We agree with the Department of EducaUon that our study 
undcrreports private spending for pre-primary educaUon, This occurs 
because Department of EducaUon data, which we use. undcr-reports 
private pre-primaiy spending. fU.S. private primary and secondary school 
spending Is fully counted.) A more inclusive accounUng of all private 
spending would raise U.S. expenditures, but only by a small amount. 
However, we aiso omit from our comparisons all private spending abroad 
for all levels of educatioT) for all countries except Japan. But as we note 
in "Shortchanging EducaUop." these amounts are small compared to total 
educaUon expenditures. Arguably, the omitted foreign private expenditures 
for K-12 are at least as great as the omitted U.S. private expenditures for 
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ear^ childhood education. We suspect that Including aU these additional 
expcndttures would have little affect on countries* rdatlve spending levels. 



CONCLUSIOH 

We agree with the Department of Education that the Improved use of 
existing resources is an important component of any school Smprovemcnt 
regime. However, some desiraUe education reforms may require ^>endtng 
mor^ xnwity. Implementation of beneficial changes should not be opposed 
based on the mistaken notion that the U.S. already spends more than 
most other industrlali»d countries on K*12 education. In (act the U.S. 
spends less than aU our mi^or competitors. 
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3. Barro. Steven M. and Larry Suter. 1988. International Comparisons at 
Teachers* Salaries . Washington. D.C: National Center for Education 
Statistics. U.S. Department of Education, fro compare teachers* annual 
p^y, we must first equalize the length of the work year. The school year 
Is 243 days In Japan an^ 180 days In the U.S. If Japanese teachers 
worked 180 days each year instead of 243. they would receive only 
180/243 or 74 percent of their usual pay of ¥4.644 thousand, or V3.437 
thousand.) 

4. This Is not to Imply that U.S. teachers are highly paid compared to their 
counterparts abroad. Teachers in the U.S. receive a smaller percentegc 
of per capita national Income than do teachers In other industrialized 
countries. The standard of living of U.S. teachers compared to the 
average U.S. resident Is lower than for teachers In most other 
Industrialized countries (see Barro and Suter). 
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*\ Arthur £ Wise and Tomor CeniSltr 



Rich 
Schools, 
Poor 
Schools 

The Persistence 

of Unequal Education 



Financing disparities 
among school districts are being 
overcome, thanks to recent 
litigation and court decisions. 




M E R 1 C A 

cofiitnws to wonder »h> children from more advantaged 
famines do belter m school than children »ho fro* yp 
inpo>efty Cenainl). pan of ibe discrepanc) results from 
what an advantaged family is able to offer its children- 
adequate nutntion. a stable honK collections of books 
tnps to museums But pan of the discrepancy ^csu!l^ 
from the schools thai the nation provides While children 
from advantaged families are more likely lo attend clean 
well-appointed schools suffed by at! equate numbers oi 
qualified teachers and supplied witK up^io-date bookv 
and technological aids, children Vom disadvantaged 
families ve more likely to attend class in dilapidated 
school buildings suffed by less -than fully qualified 
teachers, supplied with outdated textbooks and few. if 
an> technological aids 

To be sure, educational quality is not soIeK deter 
mined by the le>el of funding a school receiver Monc\ 
>4n be squandered and facilities put to unproductive 
uses jusi as experienced practitioners can overcome the 
constraints that limned resources impose On the aver 
jge schotris with more money can b^y more and bencr 
resources-textbooks, buildings, and, most imponant 
faculty When the advantaged have the better -financed 
NChools and the disadvantaged the poorly financed 
y:hools. AmerKa continues to provide unequal education 
to those who nwst need what school has to offer 

In nuny places across the nation, these discrepancies 
are especially stark Consxkf these facts which come 
from recent school finance lawsuits White some Texa^ 
districts spend over S8.000 a year per student Eluano 
Independent School Distnct is so poor that it offers no 
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foftign l«n|u«|es. no preluodcrgancn protram. no col* 
k|c prepamon profnm, and vutually no cKtracumc- 
ular activmct ^ Elizano is noc alone, each year, the 
ISO.OOO uudcQls livMf ia the suie't pooresi diuncu 
itceive educations coatini half ihai of their iSO.OOO 
weahhjest coumerpam ' This inequity does not itsult 
fnxn lack of effoct by any of the itsidenis of the poorer 
districts . the lajipayen supporung die ISO.OOO students 
at the boooffl face tax r»tcs doubk those of taxpayers at 
the top ^ Eluano's tax rate of Si 07 (per hundred dollars 
of propeny value) is some 35 cents abo\e sute 
avenge * 

In New Jersey, where Moorsciown provides o^er 200 
nucrocomputers for lu 2.400 students (a ratio of I II). 
EAst Orange High School, with a population of 2 000. 
has only 46 (a ratio of 1 43) ' But Orange is a poor 
district, with average assessed valuation per pupil of 
S40.675. 21 percent of tne state average * To compcn- 
ute. the city's school tax effort has been above the state 
average every year for the past ten. as high as 144 
percent ' Still, the dist/Kt spends less than S3 .000 per 
pupi) per year.* has no elementary art classrooms, a 
gym that serves as » school libnry.'^ and "scierKe 
anas" consisung of a sink, a shelf, and some storage 
space " 

Why should the students ui Texas's poor dismcts 
receive an education that costs half as much as students' 
in the wealthier dislncts— e^en though the taxpayers pay 
proponionaily twice as much*^ Why should die future 
computer prograiruner in East Oraoge share her ccxnputer 
with 42 classmates while her couattrpan ut Moorsctown 
shires hers with ten** Because her community's propeny 
wealth— the assessed valuation of each housr— is a fifth 
of most Cities 
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, fkf SiyJ^ of ikt liMkiKg FroftHton Ht n k<ti k^»ft f<ff hit ^ 
^cok a^h S<booi» footicttoeh ti »hHhht co»<r»td 

I tlU for nkool ^M^ft tqiiSiilMIIO»U%titilt *^ ffOm %>U(k 
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0^*jiO» Sk* kai « ofUd fof ik« CtmtJ fo* a«iiC CdiKMtion 
md ikt A^mm* fii*f*iie* of T**eieft "httt tkt mtctt o* 
idutaitot* potK^ (SiKfS Currtnih tkt it ttami^i^g qittmo^t 

of UO€ktr ffCfttfO^ohim •i^»fbC» tdMOhOm 
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Th* Ugai Question and Its Ecrty History 
Should die accidcm of gcofr^y determine die quality 
of icieocc iBstnictioa a child rtccives. whether he has 
an opponunity lo team to play die vwlui. whedier her 
ftrst grade clau wUl have twenty atudents or thirty-five'> 
Should studenu ui uiUn schools be routinely denied 
new madi books or laboratories or basketball courts or 
an matcnals'* 

Ceiujnly dies* inequalities constitute different tieat- 
meni But do diey coosutute denial of equal educational 
oppommity'' Do tficy rcprcsem a denial of constitutional 
guarantees under federal or state law** The questions 
were first posed by the senior audior m I96S '* 
The questions were ftrst answered afftrmatuely by se\ 
era) lower couru in die early- and mid-1970s One of 
diese early victories was achieved by Mexican-Amencan 
parents whose children attended the Edgewood indcpen 
dent School DistiKt. an urban distiKt ui San Antonio 
Texas They had brought a class action suit against the 
state officials in charge of school finance A federal 
distnct coun ruled in die parents' favor, holding thai the 
Texas school finance system violated die federal equal 
protection clause The sute appealed to die t S Su 
preme Coun In Son Antonio v tfodrigut: (1973i the 
U S Suprenx Coun found dut diere were unequal ex 
penditures anKmg distrKts in die state of Texas but it 
held Uiat diese unequal expenditures did not violate the 
federal Constitution The majonty opinion took pam^ to 
point out diat die Coun was not necessarily endorsing 
die status quo. and die irunonty opuiion observed ihii 
nothing UI die Coun's action precluded raisuig the que> 
tion in state couns on state constitutional ground^ 

Thineen days later. New jersey affirmed die min^>rii\ 
opinion, in Robtnson v CahH. the New Jersc) Supreme 
Court declared die state's school financing system lo Nr 
in violation of die New Jersey Constitution s Educju.^n 
Clause, first adopted m 1875 The clause calls for ih< 
legislature to provide a "diorough and efficient s\sycm 
of free public schools " for all children between th« jcc ^ 
of S and 18 Interpretmg die clause 100 years later ihe 
New lersey Supreme Coun declared d\at "an equj! i J 
ucation for children" was "precisely" what the drjtu'v 
of the education clause had in mind And. in the «>»urt ^ 
eyes, diere «/as no question diat an equal educatn^n > r 
children in New Jersey was not being provided 

The court turned for solution to die legislature ^ . 
passed an act designed to equalize funding acri>«> 
state On its face, die law appeared reasonable jnJ r 
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To fqualae tducaUonal opportunity is to rrdrtss 
some of the Occidents of birth. 



proprutt. but. as wc will see. k wa» never fully implc- 
fMMcd. Md in 198S. Kcw kney's courts were once 
•ftw called upon lo review the slate's school fintoce 
sytiem 

Tile second coun aHinnatioa of school finance re- 
fonn came several years later from ifie other side of the 
conuoeni; in 1976. die CaJifonua Supreme Court con- 
cluded a senet of decisions known as Stnano v Pnest 
by declanni die stale's sysiem of Khool finance to be 
in vtoUuoa of bod) die Founeendi Amendment of die 
federal Constitution and die staters Cfwn equal prelection 
clause-assurances diat fuaraMee cioiens equal protec- 
tion under the law By makinf die quality of education 
a child received a function of die local school dtunct's 
taxable wealth. Califomu's schod finance system was 
denyini equal protection to children from poorer dis- 
tricts Declared die court 

Wc Kavc drttmuaed ^ tbu fmi»$ ichtm lavt^iowly dncniM 
Attn tfuAU U» poor bccMK * maan *c quilKr of ■ ctuU'i 
tOocHWA a funaioa of UK wraMt of his pmnti aad D(i|tibon " 

But other public goods are a function of die wealUi of 
one's parents and neifhbcn, such as die quality of a 
municipality's Fourth of July fireworks display or 
sute of rtpair of a muncipality's sidewalks Tlie coun 
distiniuished between less essential goods and die fun< 
damemal nght to an education* 

Fw e^KXMnnwtiuaJ»nuunuiiuaf wtaKvcrdconuneit^^ 
bi\c itik4 fret cMcrpni* draocncy u, pmcmof aa 0 
diVM^ 1 oppc«twui> to compoe weomtSy la dw ccokwiuc itm 
kt^Uct dnprte*^n<dvaMatcdback|raiia« SecooJ tducauoa 
It imi>ma]l> itkvaat Tfurtf pvMK iHwinow conuMn ovtr i 
kt^Oi) penod of liKe-bctwcca lOaad 13 yon Founti cducaiion 
t\ ttftmucM te Ott cttnx 10 w)»tcfa « nwMi the pmoMlrtv of the 
^ouU) of tocicT) Fifutiy cducaaon is t* tmporuw that the luie 
(us madr n com^lMry-aot oajy m the wfunmirn of aacDdaact 
but iJio by asyftwneiM to a particwlaf tbsinct and school '* 

The court, finding education a fi:udamental nghi, ruled 
Califomia s system of school finance unconsututional '* 

Legislaitve Responses to Eorty Utigation 
Throufhoui the i970». prodded by actual or tfueaiened 
lawsuits, many sutes pused laws aiiMd at reducing die 
visi discrepancies m funding among distncu But soon 



diemfier. tnAabon. fiscal constmms, politics, and self' 
nitrcsi look dieif toUs By die end of die decade, many 
of die reforms that had been uisututed had beee rendered 
oeariy mefTcctual. and. durug die I9t0«. while die 
worid focused on excellence, uiequaltty ui finance grew 
la "Kefomung School Fmance m Illmots. * James Gor- 
don Ward ohservad a pattern dui has been repeated in a 
fMieiber of saies 

T*e 1*7) itfonn <M itcfn 10 mnu€ tquity w tctiool sp«nd;at 
*raMf« *e stMc (bwil dtaetvs m the fonaiU iMer w the I970i 
icakcMdtfceOiMtiutMMfkmenutAdby IWtJie s»a« of IHukhs 
lad revcntd 10 a "politics u-wal approKh 10 fwd«f pwblK 
idMols ' 

In Slates where watchfulness continued, die results of 
school finance legislation were dramatic In New .Mex- 
ico, 

Tte 1974 c((ualtu(Joa fuanMcc fomwU has cominucd • trtftd t<y 
ward iaaocial csvaJiiauoa »hKh befw a the I9)0s The tnitn 
of ito ftforn tcf uUtKMi ' to equtlat finMoa) opfwnvtiitv u ih< 
higaesi posuWe rtvfmie kveJ asd to fuaraMcc each Nt* Me».v.' 
^ic school sQtdtM access 10 profratns aad services appropf uzt to 
ha MfcicacioMi oecds rTfanOess of |fOfr»ph>c or loeaJ ecooomK 
coNdrtiOM has been italued FiKiI wutnlny is mtiiy 1 tttUu 
at ffvcwes aed eipeudrturts « no kMit» cioKty rttatci] w duin.t 
»t»Wi School Amocc rtfoon has beta and comttvcs to b< . 
pnoTK} foe the state of ^k» Metico " 

California, which twehe yean ago was chastised b\ lu 
supreme court in Strrano v Pntsi, has equalized h 
nances so dut ' ^S 6 percent of all students attend <Ji* 
tncu wid) a per-pupil revenue lirmt within an inflation 
adjusted lOOKJollar band (now $238) of the swicu.Oc 
average for each district type Students in Califomu 
now receive nearly an eqtial share of die sute re\oursi> 
to develop their individual abilities 

The Recent Round of Litigation 
Montana. Texas, Sevi Jersey 
Despite these successes, die realuatioo of how rapiJu 
die effects of reform can be eroded has been sobernv 
New lawsuits have had to be brought instates »here 
issue seemed tsolved a decade ago Despite die prau.s .1 
lessons of dse past fifteen yean, die fundamental ic, . 
issues have not changed In 1988 alone, due* nw . . 
decisions mandating Khool finance reform ha\c 
handed down in Montana (Helena v Montana) T, > 
iEdgewood v Kirby). and New Jersey {Abbot v 
Each uses one or boUi of die basic arguments establnr> 
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UiRpbtiuonmAStrraw thu dtii)rtn| equal educatiofu) 
oppoituflity violues the utu't coQ»utiiiOMl obligation 
10 provide a thorougii and efkient cducatioo for ail 
chridrcn, or that wocc oducabot U a fuodameMal nght. 
dwymi aqual adiicanonal oppnmimty vtoUteiduMrefi'i 
n|bts 10 tq^ proicctioii under die law Since thew 
deciuoBS wtre iMndcd down, dtt Tcus decutoo bas 
fcccA oytmnied by m ipptab court, but ts now on its 
way 10 Ae itaie's hifhcst com Jht Mootana deciiion 
has been affumcd by the Mootana supreme coun. thus 
making the dccistoo final The New jerMy decision has 
been rejcoed by dte stale education commissioner in an 
unusual prorxeding and will ultunaiely be reviewed by 
the State Supreme Court 

The Decline of the Local Connol Argument 
In the Rodrtgur: decision. Tcus had argued thai the 
inequities in funding across school districts were an un> 
fortunate b>-product of the compelling interest m local 
control of schools In Edgewood. the defense offered a 
similar vgumcni. but the court found that 

Loc«l control of Khod dtunct opmcwas ui Tcus Ku dimuuihe4 
i^viimkaU) la nccM yttn lodty mou o( dK mcaninfful in 
cKkftU o( the cducabon proem arr ddcnniaca »nd conooJW 
u«e turuit Midor Sum Bovtj of Educatton rule ncKiAftf wch 
mtntn u cwtkuIwii count coaini. ttubookt hcMn of uninc 
oon pupit tCKbcf rvK» tnmuti of tcachm adflUfinnion u4 
bovd mtifibm kkIkt Kttts|. and imcw of pcnoonci dcciiKMi 

JAd pOtKtO * 

The stax regulates not only adnunistrauve procedures, 
such as how many times each day a school may broadcast 
announcementt over the public address system." how 
many hours of state 'aDprovcd tranung all school board 
members must havc.^ what roaies school buses must 
follow ^' and how grades should be recorded on report 
cards ** but also basK features of the cumculum 

The Sute Board of Educatioo has promulg «ed 350 
pages of reguUnons that detail the contcn* of every 
course in e>er> year in every school distri t in the 
state These regulations include requirements hat ^ 
kindergvten students 'develop ptncher control and 
that homemaking students learn to "identify principles 
of pleasing intenor decoration." and to "recognize com- 
mitments made m mamagc vows DistrKU may select 
only textbooks that have been adopted by the State Board 
of Education (generally five per subject area).'^ teach 
only courses approved by the Teua Education Agency." 
and must devote a certain number of minutes cKh week 



Motity ion not buy everything, 

but it is char that financial resources do affect 

educational quality. 

10 ^tfic elementary school suhjecu. such as language 
arts and social studies.'* 

Clearty. local distncu have lost much of iheir his 
tOTKal control over the content of their educational of 
feruigs In fact, 

(he oR^y ckfMM of loaJ cooxrol !k« rtmaiM i«6minuhcd n (he 
po«eT of wcaMiy duOKO to fUAd rdudnoa « virmtly t»y k«c' 
thc> cbooK M confruicd wMh die propcny>poor dmncti »ho tniO) 
ao wctt local coevol bccaiac of dieif itadwjtute propem ut 
ban the bulk of die cf>tiuie» tfiey |coer«tt «e conwmtd ^> ihe 
Miof of Bccemry (iciiuitt and co(npliAAC« «idi Mate nuAdatrd 

The m>-th that local control jusiihes vast discrepancies 
in spending among distncts is thus diKredited in t«o 
wa>s First, the possibility of meaningful local conuol 
IS in fact enhanced by a funding system that insures 
equalized opportunity for distrKts to fund educational 
programs, for it allows all distrKts. not just those with 
large tax bases to exercise options in financing their 
schools But Texas has demonstrated that it does not 
c>cn truly value local control, a state that regulates and 
standardizes as Texas does can hardly claim that lu 
comrrutment to local control compellingly outweighs the 
need to abide by the Constitutional guarantees of e«)ua! 
opporruniiv and the n^.it of all studenU to an efficient 
education " 

The Defendants Arguments 
Throughout the history of school finance reform oppo 
ntnts of change ha\c offered three arguments In states 
without an explicit education clause, they ha>e tned to 
show that education >s not a fundamental nght and iv 
therefore not subject to the close scrutiny implied by the 
equal protection clause This argument has been accepted 
by courts in Idaho Oregon. Ohio. New York, Georgia 
Colorado, and Maryland which used it as a basiv for 
a judgment not to inquur too deeply into the inequitiev 
that the plaintiffs set forth In sutes such as New Jerse\ 
that have a ' thorough and efficient*' clause, and in sutev 
such as Montana that Kcept education as a fundamental 
nght. the defense has relied on two other major argu 
ments that local control outweighs the nghts of distnctv 
to equal funding and that financial input has no effeu 
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on the qtuhty of the education a disuici it »blc to offer 
The issue ct ioai control b«s already been discusted 
ut the coiMext o( Texas, whose retulaoon of its local 
ichools IS typical o( San Bch stales But mafty states in 
the fwvM of excenmce uacc 1910 have affmitvely 
tncd 10 improve and coouo) local schools through reg* 
uiation: some have even gone so far as to enact takeover 
IcgislaiioQ through which they would govern local school 
systems from the capital By theu actions, states have 
shown that sundardued tests, statewide cumculums. 
uniform textbooks, and consistent teacher evaluation all 
outranJc local control 

Two empmcal }ustificatx»s are offered for the c(m- 
tenhon that financial input and quality of educauon are 
unrelated The first i$ that low-cost aiutudinal and ad> 
mmiiirative changes, such as Ron Edmond s effective 
schools foimula. contribute nvore to the quality of edu- 
cation than the amount of money a distiKt is able to 
spend on it^ schools Although this argument is appeal- 
ing, closet exaimnatioo shows it to be irrelevant It is 
reassuring to know ihat schools can overcome, to some 
extent, the handicaps of dilapidated classrooms, textbook 
shortages, high student-teacher ratios and limited librar> 
facilities, but that does not jasufy Mch conditions Nor 
has any research been tbk to show that a school with 
high expectations and no German teacher will produce 
students who speak German, or dial a school with orderl> 
classrooms and no laboratory facilities will train lU stu- 
dents to be good scientists 

The second defense offered u that sutistical studies 
have not been aUe to show a direct correlation betueen 
dotiv uiput and school output In 1966. james Cole- 



man's E^tty of EdMMonal Opponwuty Rtpon of- 
fertd the conchisioo "(hat ichoob bring tittle influence 
to bear on a child's achievtfnciM that is independent of 
his hockfioitiid and teoeral social cowext."" This itpon 
shaped the •dyeaimi pobcy dehoe of the 1970s, as 
Hipponert «id dMncton argued whether schools can 
affect achievtHMK. and whether there is any cocreUtion 
betwaen the coat of educauon and its quality, Unfomi- 
nately. available research has been crude and thertforc 
mconchuive. the facton affecting a child's development 
are many and the resources devoted to research meager 
Causal relationships are entangled (Do poor schools at 
tract poor teachers'* Do good students create good 
schools^ and measures of effectiveness (Should wc look 
for higher reading scores or a more self-directed learn- 
ing'*) may be indetermmate or contraiictofy And since 
analyses of the problem havt depended upon existing 
schools and school systems, they necessarily descnbe 
what has been and not whai might be 

This being so. the controversy over whether differ 
ences in expenditures can be empirKally demonitraied 
to affect the outcomes of schooling is unlikel) to be 
resolved any tune soon To a certain extern, this ii no- 
surpnsing Money does not buy ever> thing, there an 
good schools in poor districts, bad schools in Mealth> 
disincu But by commonly accepted standards. It IS clear 
that resources do affect educational quality Dtsincts thai 
spend more money can build nicer buildings. suppl> 
more staff, pay theu teachers more, and thereby attrKi 
better teachers A recent study of Pennsylvania school 
districts (see table below) confirms thii 
(continued on page J6) 
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iconiintitdfrom pate 17) 

The «uihor of the study concludes ' The p»nem wts 
consjstenj On every mewuit. high- spending disinccs 
had the most or be«. next cime the middk-spend«ng 



Why should tmrfmis <fi Ttiml poor 4:strka 
ffcdivM «Aiotrioii Iter cotfs fci(f«s 
muehm$htdtnti*lath€w§9ltkkr4iMtrka-' 
eytn thottfh the mpuytn pty profonion- 
alfy twkf m mttch? 

dtsmcts. asd dK last «cre (he low-tpeading distrtcts 
The eurapict cKcd by the judget in Montaiu. New 
krtey. aad Tuv pcovMk further fvideiicc for the cor* 
reUtXM bctwtco fuadiaf and facilities aad between re- 
lourccf aad ofTenof}. u does tvci a cunovy visit to an 
UDcr-cily or wcahhy tvhuihan pyblic ichool 

Boih of itt arfumna made by defendants of the 
status quo arc tbus refilled by bodi tmpirKal andtheo- 
fttical coMidcnooM And, ai ih^ mm dectsiom in 
Motfiaa. New krtey. and Texas have shown, these 
itftitaooos can be rxcpMd by the coitrtt Given thai 
current schemes aie unconsutuDonal. what should states 
do** 

ErtforcMt Squat Educational Opportuntry 
li IS not the job of the couru lo de^gn new systems for 
equalizing edvcatxm: Iheu retponsibOity is only to guar 
aniee a consututiona) nght Imptementaiion is a matter 
for legislauve action TypicaUy. the court charges the 
suie legislature with developug an equiuble finance 
scheme, ttscrvmg for itself the nght to review it after 
implementation 

Although there is no one best funding scheme 
choices available to the Icgislacare will shape education 
in the state Does the legislanut want to create mccniucs 
to focus on the basK skills or does H want to encourage 
a variety of educational goals? Does it want to micro 
manage teachers in thetr cUssrooms. or does it want lo 
unleash thetr creauvc potential'* Does it want to weaken 
local control or strengthen state controP 

If a state regulates outputs, it may create an obsessive 
concern with tesi-KOre perfotmance As mulupte- 
chotce. predictable lesu become the dnvuig force of the 
cumculum. theu subject matter and question format be 
conx classroom fixtures Teachers spend hours dnllmg 
students on idenufying antonyms, multiplying fractions 
and filling U) answer sheets, focusing on little thai i\ 
ncher. broader or deeper Thus the legislature's effon lo 
produce equal education ends up degrading learning uu 
alt Individual ii>, creativity and depth are lost aU ihjt 
IS retained is uniformity, conventionality and (fiNul 
skills 

If a sute regulates process, it becomes cmbroikd m 
regulatint nearly every aspect of what goes on tn 
schools Local boards and teKhers are left no choice bui 
10 slavishly implement the minimac dictated from jNhc 
Ciiizens are frustrated that they have no uipui tnio i^wnr 
child's education. teKhers become discouraged bc^jv-< 
their professional judgment is overruled or unused 
denis become bcMvd or dispint^ because the fare <h<v 
are fed is inappropnate to thetr penonal needs A^*jin 
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Education and Labor Committee IWPW^ 

Augustus F. Hawkins (0-CA). Ouirman C TV 3 

U.S.HoyjeofRe|«Kniitim • JllllUybwiiHOB • W«Winto«.D.C. 20515 • (202)225^527 

PACT SHEET W THE rXIR CHAtlCE ACT 

Most State* have a ecbetantlal dleparlty In per pupil 
.vn.ndi^Ji. for education among echool dletrlct.. According to a 
•xpendlturee '""^^^.ttee bv the Congreeelonal Reeearch Service, 

- Hore than half the States epend twice as much In sone school 
district* ae they Jo In othere. 

- Approximately one-third o£ the States spend three tl«ee as 
much m sc«e districts as compared to others. 

- Several States are especially egreglou*: 

- in Illinois one olementary school dUtrlct spends 
$1,162 per *tudent while another *p*nds $7,040. 

- in New Jersey one elementary district spends $2,081 and 
another spends $12,556. 

- In New ^ork one unified district spends $3,091 while 
another spends $15,159. 

- in Texas one unified diftrlct spends $1,207 while 
another spends $7,109. 

- In Vermont one unified district spends $1,664 and 
another spends $8,315. 

The U.S. Supreme Court in San Antonio independent School 
n^,.ri.r;. toiriqSer (1973) by a 5-4 vote held that "•i^^]-" "^^^i^"' 
E5 contest such State systems of finance under the U.S. Constitution. 

in II States, however, courts have ruled if^Ji 
u ^«.«*ri^» avitima of financing education tn violation of State 
SoSStUu'tioJi! B^tThe^e liCJults'take many years to litigate are 

coHtly, and are especially burdensome for poorer district* 
challenging such unfair schemes of financing. 

Therefore, Federal action Is necessary to address this 
ineQualltt!TSi congress hae the authority to make receipt of Federal 
inequality. '"• ^'^ certain actions, and also has the 

iJ:S.r.':^:S«01""oi°-h;re"th,y Uv., have . f.lr ch.nc, for . 900d 
education. 

Larae disparities also exist between States in their JP^nJJng 
fnr .ducltlSn.ror example, one Stat* spends $2,480 per pupil while 
for education, joj " Therefore, the Fair Chance Act aleo propo*es * 
r.S'S;;,r« ?o r,;t"t-ln'J:5Joerni .auction throughout th. Unlt.a 
Stat**. 
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SUMMARY OF THE FAIR CHANCE ACT 



In 1990, the Secretary of Education reviews each 
State** sy«teB of financing its public schools to determine 
whether State and local funding Is equal Ued aitong school 
districts within the State. The Secretary will use two 
alternative tests which have been used since 1977 In the 
Federal Impact aid prograoif but these tests are tightened 
to assure * truly equalised system. 

Any State not certified by the Secretary on 
January 1, 1991, nay submit a five-year plan to achieve 
equalisation of funding for education within that State. 

Any State which is not certified and which does not 
submit a plan to achieve eqjaltzation would be barred from 
receiving any funds from the U.S. Department of Education 
after January 1, 1996. The funds which would have boen 
allocated to that State will instead be directly 
distributed by the Secretary to school districts within 
that State In order to assist in achieving greater 
equalization of resources within that State. 

A new Federal program is also created to provide 
financial equal liat ion between States to improve their 
public schools. These funds are distributed by the 
Secretary to States using a forraula to assure a good 
education for children in all Statesf to provide greater 
funding to children with special needSf and to reward 
States which are making a greater tax effort in terms of 
their fiscal capacities. This program may only be funded 
if Chapter 1 is provided with increased approprlatlons^ 
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